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CONFERENCE REPORT ON H.R. 2015,
BALANCED BUDGET ACT OF 1997

Mr. HOBSON submitted the following
conference report and statement of the
bill (H.R. 2015) to provide for reconcili-
ation pursuant to section 104(a) of the
concurrent resolution on the budget for
fiscal year 1998:

CONFERENCE REPORT (H. REPT. 105-217)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
2015), to provide for reconciliation pursuant
to section 104(a) of the concurrent resolution
on the budget for fiscal year 1998, having
met, after full and free conference, have
agreed to recommend and do recommend to
their respective Houses as follows:

That the House recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““‘Balanced Budg-
et Act of 1997"".

SEC. 2. TABLE OF TITLES.

This Act is organized into titles as follows:
Title I—Food Stamp Provisions
Title I1—Housing and Related Provisions
Title 111—Communications and Spectrum Allo-

cation Provisions
Title IV—Medicare, Medicaid, and Children’s
Health Provisions
Title V—Welfare and Related Provisions
Title VI—Education and Related Provisions
Title VII—Civil Service Retirement and Related

Provisions
Title VIII—Veterans and Related Provisions
Title IX—Asset Sales, User Fees, and Mis-

cellaneous Provisions
Title X—Budget Enforcement and Process Pro-
visions
Title X1—District of Columbia Revitalization
TITLE I—FOOD STAMP PROVISIONS
SEC. 1001. EXEMPTION.
Section 6(0) of the Food Stamp Act of 1977 (7
U.S.C. 2015(0)) is amended—
(1) in paragraph (2)(D), by striking “‘or (5)”’
and inserting ‘“(5), or (6)”;
(2) by redesignating paragraph (6) as para-
graph (7); and
(3) by inserting after paragraph (5) the follow-
ing:

‘“(6) 15-PERCENT EXEMPTION.—

““(A) DEFINITIONS.—In this paragraph:

‘(i) CASELOAD.—The term ‘caseload’ means
the average monthly number of individuals re-
ceiving food stamps during the 12-month period
ending the preceding June 30.

*“(if) COVERED INDIVIDUAL.—The term ‘covered
individual’ means a food stamp recipient, or an
individual denied eligibility for food stamp bene-
fits solely due to paragraph (2), who—

“(1) is not eligible for an exception under
paragraph (3);

““(I1) does not reside in an area covered by a
waiver granted under paragraph (4);

“(11) is not complying with subparagraph
(A), (B), or (C) of paragraph (2);

“(1V) is not receiving food stamp benefits dur-
ing the 3 months of eligibility provided under
paragraph (2); and

“(V) is not receiving food stamp benefits
under paragraph (5).

‘“(B) GENERAL RULE.—Subject to subpara-
graphs (C) through (G), a State agency may
provide an exemption from the requirements of
paragraph (2) for covered individuals.

““(C) FISCAL YEAR 1998.—Subject to subpara-
graphs (E) and (G), for fiscal year 1998, a State
agency may provide a number of exemptions
such that the average monthly number of the
exemptions in effect during the fiscal year does
not exceed 15 percent of the number of covered
individuals in the State in fiscal year 1998, as
estimated by the Secretary, based on the survey
conducted to carry out section 16(c) for fiscal
year 1996 and such other factors as the Sec-
retary considers appropriate due to the timing
and limitations of the survey.

‘(D) SUBSEQUENT FISCAL YEARS.—Subject to
subparagraphs (E) through (G), for fiscal year
1999 and each subsequent fiscal year, a State
agency may provide a number of exemptions
such that the average monthly number of the
exemptions in effect during the fiscal year does
not exceed 15 percent of the number of covered
individuals in the State, as estimated by the
Secretary under subparagraph (C), adjusted by
the Secretary to reflect changes in the State’s
caseload and the Secretary’s estimate of changes
in the proportion of food stamp recipients cov-
ered by waivers granted under paragraph (4).

““(E) CASELOAD ADJUSTMENTS.—The Secretary
shall adjust the number of individuals estimated
for a State under subparagraph (C) or (D) dur-
ing a fiscal year if the number of food stamp re-
cipients in the State varies from the State’s case-
load by more than 10 percent, as determined by
the Secretary.

“(F) EXEMPTION ADJUSTMENTS.—During fiscal
year 1999 and each subsequent fiscal year, the
Secretary shall increase or decrease the number
of individuals who may be granted an exemp-
tion by a State agency under this paragraph to
the extent that the average monthly number of
exemptions in effect in the State for the preced-
ing fiscal year under this paragraph is lesser or
greater than the average monthly number of ex-
emptions estimated for the State agency for such
preceding fiscal year under this paragraph.

“(G) REPORTING REQUIREMENT.—A State
agency shall submit such reports to the Sec-
retary as the Secretary determines are necessary
to ensure compliance with this paragraph.”.
SEC. 1002. ADDITIONAL FUNDING FOR EMPLOY-

MENT AND TRAINING.

(@) IN GENERAL.—Section 16(h) of the Food
Stamp Act of 1977 (7 U.S.C. 2025(h)) is amended
by striking paragraph (1) and inserting the fol-
lowing:

‘(1) IN GENERAL.—

“(A) AMOUNTS.—To carry out employment
and training programs, the Secretary shall re-
serve for allocation to State agencies, to remain
available until expended, from funds made
available for each fiscal year under section
18(a)(1) the amount of—

““(i) for fiscal year 1996, $75,000,000;

““(ii) for fiscal year 1997, $79,000,000;

““(iii) for fiscal year 1998—

(1) $81,000,000; and

“(11) an additional amount of $131,000,000;

““(iv) for fiscal year 1999—

(1) $84,000,000; and

“(11) an additional amount of $131,000,000;

““(v) for fiscal year 2000—

““(1) $86,000,000; and

“(11) an additional amount of $131,000,000;

““(vi) for fiscal year 2001—

(1) $88,000,000; and

“(I1) an additional amount of $131,000,000;
and

““(vii) for fiscal year 2002—

““(1) $90,000,000; and

“(11) an additional amount of $75,000,000.

““(B) ALLOCATION.—

“(i) ALLOCATION FORMULA.—The Secretary
shall allocate the amounts reserved under sub-
paragraph (A) among the State agencies using a
reasonable formula, as determined and adjusted
by the Secretary each fiscal year, to reflect—

“(1) changes in each State’s caseload (as de-
fined in section 6(0)(6)(A));

“(I1) for fiscal year 1998, the portion of food
stamp recipients who reside in each State who
are not eligible for an exception under section
6(0)(3); and
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“(11) for each of fiscal years 1999 through
2002, the portion of food stamp recipients who
reside in each State who are not eligible for an
exception under section 6(0)(3) and who—

““(aa) do not reside in an area subject to a
waiver granted by the Secretary under section
6(0)(4); or

““(bb) do reside in an area subject to a waiver
granted by the Secretary under section 6(0)(4), if
the State agency provides employment and
training services in the area to food stamp re-
cipients who are not eligible for an exception
under section 6(0)(3).

“(ii) ESTIMATED FACTORS.—The Secretary
shall estimate the portion of food stamp recipi-
ents who reside in each State who are not eligi-
ble for an exception under section 6(0)(3) based
on the survey conducted to carry out subsection
(c) for fiscal year 1996 and such other factors as
the Secretary considers appropriate due to the
timing and limitations of the survey.

““(ili) REPORTING REQUIREMENT.—A State
agency shall submit such reports to the Sec-
retary as the Secretary determines are necessary
to ensure compliance with this paragraph.

“(C) REALLOCATION.—If a State agency will
not expend all of the funds allocated to the
State agency for a fiscal year under subpara-
graph (B), the Secretary shall reallocate the un-
expended funds to other States (during the fis-
cal year or the subsequent fiscal year) as the
Secretary considers appropriate and equitable.

“(D) MINIMUM ALLOCATION.—Notwithstand-
ing subparagraph (B), the Secretary shall en-
sure that each State agency operating an em-
ployment and training program shall receive not
less than $50,000 for each fiscal year.

““(E) Use oF FUNDS.—Of the amount of funds
a State agency receives under subparagraphs
(A) through (D) for a fiscal year, not less than
80 percent of the funds shall be used by the
State agency during the fiscal year to serve food
stamp recipients who—

‘(i) are not eligible for an exception under
section 6(0)(3); and

““(ii) are placed in and comply with a program
described in subparagraph (B) or (C) of section
6(0)(2).

““(F) MAINTENANCE OF EFFORT.—TO receive an
allocation of an additional amount made avail-
able under subclause (I1) of each of clauses (iii)
through (vii) of subparagraph (A), a State agen-
cy shall maintain the expenditures of the State
agency for employment and training programs
and workfare programs for any fiscal year
under paragraph (2), and administrative ex-
penses described in section 20(g)(1), at a level
that is not less than the level of the expendi-
tures by the State agency to carry out the pro-
grams and such expenses for fiscal year 1996.

““(G) COMPONENT cOsTS.—The Secretary shall
monitor State agencies’ expenditure of funds for
employment and training programs provided
under this paragraph, including the costs of in-
dividual components of State agencies’ pro-
grams. The Secretary may determine the reim-
bursable costs of employment and training com-
ponents, and, if the Secretary makes such a de-
termination, the Secretary shall determine that
the amounts spent or planned to be spent on the
components reflect the reasonable cost of effi-
ciently and economically providing components
appropriate to recipient employment and train-
ing needs, taking into account, as the Secretary
deems appropriate, prior expenditures on the
components, the variability of costs among State
agencies’ components, the characteristics of the
recipients to be served, and such other factors as
the Secretary considers necessary.””.

(b) REPORT TO CONGRESS.—Not later than 30
months after the date of enactment of this Act,
the Secretary of Agriculture shall submit to the
Committee on Agriculture of the House of Rep-
resentatives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate a report
regarding whether the amounts made available
under section 16(h)(1)(A) of the Food Stamp Act
of 1977 (as a result of the amendment made by
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subsection (a)) have been used by State agencies
to increase the number of work slots for recipi-
ents subject to section 6(0) of the Food Stamp
Act of 1977 (7 U.S.C. 2015(0)) in employment and
training programs and workfare in the most effi-
cient and effective manner practicable.

SEC. 1003. DENIAL OF FOOD STAMPS FOR PRIS-

ONERS.

(a) STATE PLANS.—

(1) IN GENERAL.—Section 11(e) of the Food
Stamp Act of 1977 (7 U.S.C. 2020(e)) is amended
by striking paragraph (20) and inserting the fol-
lowing:

‘“(20) that the State agency shall establish a
system and take action on a periodic basis—

“(A) to verify and otherwise ensure that an
individual does not receive coupons in more
than 1 jurisdiction within the State; and

““(B) to verify and otherwise ensure that an
individual who is placed under detention in a
Federal, State, or local penal, correctional, or
other detention facility for more than 30 days
shall not be eligible to participate in the food
stamp program as a member of any household,
except that—

(i) the Secretary may determine that extraor-
dinary circumstances make it impracticable for
the State agency to obtain information nec-
essary to discontinue inclusion of the individ-
ual; and

““(ii) a State agency that obtains information
collected under section 1611(e)(1)(1)(i)(1) of the
Social Security Act (42 U.S.C. 1382(e)(1)(I)(i)(1))
pursuant to section 1611(e)(1)(1)(ii)(11) of that
Act (42 U.S.C. 1382(e)(1)(I)(ii)(11)), or under an-
other program determined by the Secretary to be
comparable to the program carried out under
that section, shall be considered in compliance
with this subparagraph.”.

(2) LIMITS ON DISCLOSURE AND USE OF INFOR-
MATION.—Section 11(e)(8)(E) of the Food Stamp
Act of 1977 (7 U.S.C. 2020(e)(8)(E)) is amended
by striking ‘‘paragraph (16)”" and inserting
“‘paragraph (16) or (20)(B)”".

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in sub-
paragraph (B), the amendments made by this
subsection shall take effect on the date that is
1 year after the date of enactment of this Act.

(B) EXTENSION.—The Secretary of Agriculture
may grant a State an extension of time to com-
ply with the amendments made by this sub-
section, not to exceed beyond the date that is 2
years after the date of enactment of this Act, if
the chief executive officer of the State submits a
request for the extension to the Secretary—

(i) stating the reasons why the State is not
able to comply with the amendments made by
this subsection by the date that is 1 year after
the date of enactment of this Act;

(ii) providing evidence that the State is mak-
ing a good faith effort to comply with the
amendments made by this subsection as soon as
practicable; and

(iii) detailing a plan to bring the State into
compliance with the amendments made by this
subsection as soon as practicable but not later
than the date of the requested extension.

(b) INFORMATION SHARING.—Section 11 of the
Food Stamp Act of 1977 (7 U.S.C. 2020) is amend-
ed by adding at the end the following:

““(q) DENIAL OF FOOD STAMPS FOR PRIS-
ONERS.—The Secretary shall assist States, to the
maximum extent practicable, in implementing a
system to conduct computer matches or other
systems to prevent prisoners described in section
11(e)(20)(B) from participating in the food stamp
program as a member of any household.””.

SEC. 1004. NUTRITION EDUCATION.

Section 11(f) of the Food Stamp Act of 1977 (7
U.S.C. 2020(f)) is amended—

(1) by striking ““(f) To encourage’ and insert-
ing the following:

““(f) NUTRITION EDUCATION.—

‘(1) IN GENERAL.—To encourage’’; and

(2) by adding at the end the following:

““(2) GRANTS.—
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“(A) IN GENERAL.—The Secretary shall make
available not more than $600,000 for each of fis-
cal years 1998 through 2001 to pay the Federal
share of grants made to eligible private non-
profit organizations and State agencies to carry
out subparagraph (B).

‘“(B) ELIGIBILITY.—A private nonprofit orga-
nization or State agency shall be eligible to re-
ceive a grant under subparagraph (A) if the or-
ganization or agency agrees—

““(i) to use the funds to direct a collaborative
effort to coordinate and integrate nutrition edu-
cation into health, nutrition, social service, and
food distribution programs for food stamp par-
ticipants and other low-income households; and

““(ii) to design the collaborative effort to reach
large numbers of food stamp participants and
other low-income households through a network
of organizations, including schools, child care
centers, farmers’ markets, health clinics, and
outpatient education services.

““(C) PREFERENCE.—In deciding between 2 or
more private nonprofit organizations or State
agencies that are eligible to receive a grant
under subparagraph (B), the Secretary shall
give a preference to an organization or agency
that conducted a collaborative effort described
in subparagraph (B) and received funding for
the collaborative effort from the Secretary before
the date of enactment of this paragraph.

‘(D) FEDERAL SHARE.—

“(i) IN GENERAL.—Subject to subparagraph
(E), the Federal share of a grant under this
paragraph shall be 50 percent.

““(if) NO IN-KIND CONTRIBUTIONS.—The non-
Federal share of a grant under this paragraph
shall be in cash.

““(iii) PRIVATE FUNDS.—The non-Federal share
of a grant under this paragraph may include
amounts from private nongovernmental sources.

“(E) LIMIT ON INDIVIDUAL GRANT.—The Fed-
eral share of a grant under subparagraph (A)
may not exceed $200,000 for a fiscal year.””.

SEC. 1005. REGULATIONS; EFFECTIVE DATE.

(a) REGULATIONS.—Not later than 1 year after
the date of enactment of this Act, the Secretary
of Agriculture shall promulgate such regulations
as are necessary to implement the amendments
made by this title.

(b) EFFECTIVE DATE.—The amendments made
by sections 1001 and 1002 take effect on October
1, 1997, without regard to whether regulations
have been promulgated to implement the amend-
ments made by such sections.

TITLE I1—HOUSING AND RELATED
PROVISIONS

SEC. 2001. TABLE OF CONTENTS.

The table of contents for this title is as fol-
lows:

TITLE II—HOUSING AND RELATED
PROVISIONS

Sec. 2001. Table of contents.

Sec. 2002. Extension of foreclosure avoidance
and borrower assistance provisions for
FHA single family housing mortgage in-
surance program.

Sec. 2003. Adjustment of maximum monthly
rents for certain dwelling units in new
construction and substantial or moderate
rehabilitation projects assisted under sec-
tion 8 rental assistance program.

Sec. 2004. Adjustment of maximum monthly
rents for non-turnover dwelling units as-
sisted under section 8 rental assistance
program.

SEC. 2002. EXTENSION OF FORECLOSURE AVOID-
ANCE AND BORROWER ASSISTANCE
PROVISIONS FOR FHA SINGLE FAM-
ILY HOUSING MORTGAGE INSUR-
ANCE PROGRAM.

Section 407 of The Balanced Budget Down-
payment Act, | (12 U.S.C. 1710 note) is amend-
ed—

(1) in subsection (c)—

(A) by striking “‘only’’; and

(B) by inserting “‘, on, or after’” after ‘“‘be-
fore’’; and
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(2) by striking subsection (e).

SEC. 2003. ADJUSTMENT OF MAXIMUM MONTHLY
RENTS FOR CERTAIN DWELLING
UNITS IN NEW CONSTRUCTION AND
SUBSTANTIAL OR MODERATE REHA-
BILITATION PROJECTS ASSISTED
UNDER SECTION 8 RENTAL ASSIST-
ANCE PROGRAM.

The third sentence of section 8(c)(2)(A) of the
United States Housing Act of 1937 (42 U.S.C.
1437f(c)(2)(A)) is amended by inserting before
the period at the end the following: *“, and dur-
ing fiscal year 1999 and thereafter’.

SEC. 2004. ADJUSTMENT OF MAXIMUM MONTHLY
RENTS FOR NON-TURNOVER DWELL-
ING UNITS ASSISTED UNDER SEC-
TION 8 RENTAL ASSISTANCE PRO-
GRAM.

The last sentence of section 8(c)(2)(A) of the
United States Housing Act of 1937 (42 U.S.C.
1437f(c)(2)(A)) is amended by inserting before
the period at the end the following: *“, and dur-
ing fiscal year 1999 and thereafter’’.

TITLE 11I—COMMUNICATIONS AND

SPECTRUM ALLOCATION PROVISIONS
SEC. 3001. DEFINITIONS.

(a) COMMON TERMINOLOGY.—Except as other-
wise provided in this title, the terms used in this
title have the meanings provided in section 3 of
the Communications Act of 1934 (47 U.S.C. 153),
as amended by this section.

(b) ADDITIONAL DEFINITIONS.—Section 3 of the
Communications Act of 1934 (47 U.S.C. 153) is
amended—

(1) by redesignating paragraphs (49) through
(51) as paragraphs (50) through (52), respec-
tively; and

(2) by inserting after paragraph (48) the fol-
lowing new paragraph:

“(49) TELEVISION SERVICE.—

““(A) ANALOG TELEVISION SERVICE.—The term
‘analog television service’ means television serv-
ice provided pursuant to the transmission stand-
ards prescribed by the Commission in section
73.682(a) of its regulations (47 C.F.R. 73.682(a)).

““(B) DIGITAL TELEVISION SERVICE.—The term
‘digital television service’ means television serv-
ice provided pursuant to the transmission stand-
ards prescribed by the Commission in section
73.682(d) of its regulations (47 C.F.R.
73.682(d)).”.

SEC. 3002. SPECTRUM AUCTIONS.

(a) EXTENSION AND EXPANSION OF AUCTION
AUTHORITY.—

(1) IN GENERAL.—Section 309(j) of the Commu-
nications Act of 1934 (47 U.S.C. 309(j)) is amend-
ed—

(A) by striking paragraphs (1) and (2) and in-
serting in lieu thereof the following:

““(1) GENERAL AUTHORITY.—If, consistent with
the obligations described in paragraph (6)(E),
mutually exclusive applications are accepted for
any initial license or construction permit, then,
except as provided in paragraph (2), the Com-
mission shall grant the license or permit to a
qualified applicant through a system of competi-
tive bidding that meets the requirements of this
subsection.

““(2) EXEMPTIONS.—The competitive bidding
authority granted by this subsection shall not
apply to licenses or construction permits issued
by the Commission—

““(A) for public safety radio services, including
private internal radio services used by State and
local governments and non-government entities
and including emergency road services provided
by not-for-profit organizations, that—

“(i) are used to protect the safety of life,
health, or property; and

“(ii) are not made commercially available to
the public;

““(B) for initial licenses or construction per-
mits for digital television service given to exist-
ing terrestrial broadcast licensees to replace
their analog television service licenses; or

““(C) for stations described in section 397(6) of
this Act.”’;

(B) in paragraph (3)—
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(i) by inserting after the second sentence the
following new sentence: ‘““The Commission shall,
directly or by contract, provide for the design
and conduct (for purposes of testing) of competi-
tive bidding using a contingent combinatorial
bidding system that permits prospective bidders
to bid on combinations or groups of licenses in
a single bid and to enter multiple alternative
bids within a single bidding round.”’;

(ii) by striking ‘““and’ at the end of subpara-
graph (C);

(iii) by striking the period at the end of sub-
paragraph (D) and inserting “‘; and’’; and

(iv) by adding at the end the following new
subparagraph:

“(E) ensure that, in the scheduling of any
competitive bidding under this subsection, an
adequate period is allowed—

(i) before issuance of bidding rules, to permit
notice and comment on proposed auction proce-
dures; and

‘(i) after issuance of bidding rules, to ensure
that interested parties have a sufficient time to
develop business plans, assess market condi-
tions, and evaluate the availability of equip-
ment for the relevant services.”’;

(C) in paragraph (4)—

(i) by striking ““and” at the end of subpara-
graph (D);

(ii) by striking the period at the end of sub-
paragraph (E) and inserting *‘; and’’; and

(iii) by adding at the end the following new
subparagraph:

““(F) prescribe methods by which a reasonable
reserve price will be required, or a minimum bid
will be established, to obtain any license or per-
mit being assigned pursuant to the competitive
bidding, unless the Commission determines that
such a reserve price or minimum bid is not in the
public interest.”’;

(D) in paragraph (8)(B)—

(i) by striking the third sentence; and

(ii) by adding at the end the following new
sentence: ‘““No sums may be retained under this
subparagraph during any fiscal year beginning
after September 30, 1998, if the annual report of
the Commission under section 4(k) for the sec-
ond preceding fiscal year fails to include in the
itemized statement required by paragraph (3) of
such section a statement of each expenditure
made for purposes of conducting competitive
bidding under this subsection during such sec-
ond preceding fiscal year.”’;

(E) in paragraph (11), by striking ‘1998’ and
inserting ‘“2007”’; and

(F) in paragraph (13)(F), by striking ‘‘Septem-
ber 30, 1998 and inserting ‘‘the date of enact-
ment of the Balanced Budget Act of 1997”".

(2) TERMINATION OF LOTTERY AUTHORITY.—
Section 309(i) of the Communications Act of 1934
(47 U.S.C. 309(i)) is amended—

(A) by striking paragraph (1) and inserting
the following:

““(1) GENERAL AUTHORITY.—Except as pro-
vided in paragraph (5), if there is more than one
application for any initial license or construc-
tion permit, then the Commission shall have the
authority to grant such license or permit to a
qualified applicant through the use of a system
of random selection.”’; and

(B) by adding at the end the following new
paragraph:

““(5) TERMINATION OF AUTHORITY.—(A) Except
as provided in subparagraph (B), the Commis-
sion shall not issue any license or permit using
a system of random selection under this sub-
section after July 1, 1997.

‘“(B) Subparagraph (A) of this paragraph
shall not apply with respect to licenses or per-
mits for stations described in section 397(6) of
this Act.”.

(3) RESOLUTION OF PENDING COMPARATIVE LlI-
CENSING CASES.—Section 309 of the Communica-
tions Act of 1934 (47 U.S.C. 309) is further
amended by adding at the end the following
new subsection:

“(I) APPLICABILITY OF COMPETITIVE BIDDING
TO PENDING COMPARATIVE LICENSING CASES.—
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With respect to competing applications for ini-
tial licenses or construction permits for commer-
cial radio or television stations that were filed
with the Commission before July 1, 1997, the
Commission shall—

““(1) have the authority to conduct a competi-
tive bidding proceeding pursuant to subsection
(J) to assign such license or permit;

““(2) treat the persons filing such applications
as the only persons eligible to be qualified bid-
ders for purposes of such proceeding; and

““(3) waive any provisions of its regulations
necessary to permit such persons to enter an
agreement to procure the removal of a conflict
between their applications during the 180-day
period beginning on the date of enactment of
the Balanced Budget Act of 1997.”".

(4) CONFORMING AMENDMENT.—Section 6002 of
the Omnibus Budget Reconciliation Act of 1993
is amended by striking subsection (e).

(5) EFFeECTIVE DATE.—Except as otherwise
provided therein, the amendments made by this
subsection are effective on July 1, 1997.

(b) ACCELERATED AVAILABILITY FOR AUCTION
OF 1,710-1,755 MEGAHERTZ FROM INITIAL RE-
ALLOCATION REPORT.—The band of frequencies
located at 1,710-1,755 megahertz identified in the
initial reallocation report under section 113(a) of
the National Telecommunications and Informa-
tion Administration Act (47 U.S.C. 923(a)) shall,
notwithstanding the timetable recommended
under section 113(e) of such Act and section
115(b)(1) of such Act, be available in accordance
with this subsection for assignment for commer-
cial use. The Commission shall assign licenses
for such use by competitive bidding commenced
after January 1, 2001, pursuant to section 309(j)
of the Communications Act of 1934 (47 U.S.C.
309(j)).

(c) COMMISSION OBLIGATION TO MAKE ADDI-
TIONAL SPECTRUM AVAILABLE BY AUCTION.—

(1) IN GENERAL.—The Commission shall com-
plete all actions necessary to permit the assign-
ment by September 30, 2002, by competitive bid-
ding pursuant to section 309(j) of the Commu-
nications Act of 1934 (47 U.S.C. 309(j)), of li-
censes for the use of bands of frequencies that—

(A) in the aggregate span not less than 55
megahertz;

(B) are located below 3 gigahertz;

(C) have not, as of the date of enactment of
this Act—

(i) been designated by Commission regulation
for assignment pursuant to such section;

(ii) been identified by the Secretary of Com-
merce pursuant to section 113 of the National
Telecommunications and Information Adminis-
tration Organization Act (47 U.S.C. 923);

(iii) been allocated for Federal Government
use pursuant to section 305 of the Communica-
tions Act of 1934 (47 U.S.C. 305);

(iv) been designated for reallocation under
section 337 of the Communications Act of 1934
(as added by this Act); or

(v) been allocated or authorized for unlicensed
use pursuant to part 15 of the Commission’s reg-
ulations (47 C.F.R. Part 15), if the operation of
services licensed pursuant to competitive bidding
would interfere with operation of end-user prod-
ucts permitted under such regulations;

(D) include frequencies at 2,110-2,150 mega-
hertz; and

(E) include 15 megahertz from within the
bands of frequencies at 1,990-2,110 megahertz.

(2) CRITERIA FOR REASSIGNMENT.—INn making
available bands of frequencies for competitive
bidding pursuant to paragraph (1), the Commis-
sion shall—

(A) seek to promote the most efficient use of
the electromagnetic spectrum;

(B) consider the cost of relocating existing
uses to other bands of frequencies or other
means of communication;

(C) consider the needs of existing public safety
radio services (as such services are described in
section 309(j)(2)(A) of the Communications Act
of 1934, as amended by this Act);

(D) comply with the requirements of inter-
national agreements concerning spectrum allo-
cations; and
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(E) coordinate with the Secretary of Commerce
when there is any impact on Federal Govern-
ment spectrum use.

(3) USE OF BANDS AT 2,110-2,150 MEGAHERTZ.—
The Commission shall reallocate spectrum lo-
cated at 2,110-2,150 megahertz for assignment by
competitive bidding unless the Commission de-
termines that auction of other spectrum (A) bet-
ter serves the public interest, convenience, and
necessity, and (B) can reasonably be expected to
produce greater receipts. If the Commission
makes such a determination, then the Commis-
sion shall, within 2 years after the date of en-
actment of this Act, identify an alternative 40
megahertz, and report to the Congress an identi-
fication of such alternative 40 megahertz for as-
signment by competitive bidding.

(4) USE OF 15 MEGAHERTZ FROM BANDS AT 1,990-
2,110 MEGAHERTZ.—The Commission shall reallo-
cate 15 megahertz from spectrum located at
1,990-2,110 megahertz for assignment by competi-
tive bidding unless the President determines
such spectrum cannot be reallocated due to the
need to protect incumbent Federal systems from
interference, and that allocation of other spec-
trum (A) better serves the public interest, con-
venience, and necessity, and (B) can reasonably
be expected to produce comparable receipts. If
the President makes such a determination, then
the President shall, within 2 years after the date
of enactment of this Act, identify alternative
bands of frequencies totalling 15 megahertz, and
report to the Congress an identification of such
alternative bands for assignment by competitive
bidding.

(5) NOTIFICATION TO THE SECRETARY OF COM-
MERCE.—The Commission shall attempt to ac-
commodate incumbent licensees displaced under
this section by relocating them to other fre-
guencies available for allocation by the Commis-
sion. The Commission shall notify the Secretary
of Commerce whenever the Commission is not
able to provide for the effective relocation of an
incumbent licensee to a band of frequencies
available to the Commission for assignment. The
notification shall include—

(A) specific information on the incumbent li-
censee;

(B) the bands the Commission considered for
relocation of the licensee;

(C) the reasons the licensee cannot be accom-
modated in such bands; and

(D) the bands of frequencies identified by the
Commission that are—

(i) suitable for the relocation of such licensee;
and

(ii) allocated for Federal Government use, but
that could be reallocated pursuant to part B of
the National Telecommunications and Informa-
tion Administration Organization Act (as
amended by this Act).

(d) IDENTIFICATION AND REALLOCATION OF
FREQUENCIES.—

(1) IN GENERAL.—Section 113 of the National
Telecommunications and Information Adminis-
tration Organization Act (47 U.S.C. 923) is
amended by adding at the end thereof the fol-
lowing:

““(f) ADDITIONAL REALLOCATION REPORT.—If
the Secretary receives a notice from the Commis-
sion pursuant to section 3002(c)(5) of the Bal-
anced Budget Act of 1997, the Secretary shall
prepare and submit to the President, the Com-
mission, and the Congress a report recommend-
ing for reallocation for use other than by Fed-
eral Government stations under section 305 of
the 1934 Act (47 U.S.C. 305), bands of fre-
guencies that are suitable for the licensees iden-
tified in the Commission’s notice. The Commis-
sion shall, not later than one year after receipt
of such report, prepare, submit to the President
and the Congress, and implement, a plan for the
immediate allocation and assignment of such
frequencies under the 1934 Act to incumbent li-
censees described in the Commission’s notice.

““(g) RELOCATION OF FEDERAL GOVERNMENT
STATIONS.—

““(1) IN GENERAL.—INn order to expedite the
commercial use of the electromagnetic spectrum
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and notwithstanding section 3302(b) of title 31,
United States Code, any Federal entity which
operates a Federal Government station may ac-
cept from any person payment of the expenses of
relocating the Federal entity’s operations from
one or more frequencies to another frequency or
frequencies, including the costs of any modifica-
tion, replacement, or reissuance of equipment,
facilities, operating manuals, or regulations in-
curred by that entity. Such payments may be in
advance of relocation and may be in cash or in
kind. Any such payment in cash shall be depos-
ited in the account of such Federal entity in the
Treasury of the United States or in a separate
account authorized by law. Funds deposited ac-
cording to this paragraph shall be available,
without appropriation or fiscal year limitation,
only for such expenses of the Federal entity for
which such funds were deposited under this
paragraph.

““(2) PROCESS FOR RELOCATION.—ANy person
seeking to relocate a Federal Government sta-
tion that has been assigned a frequency within
a band that has been allocated for mixed Fed-
eral and non-Federal use, or that has been
scheduled for reallocation to non-Federal use,
may submit a petition for such relocation to
NTIA. The NTIA shall limit or terminate the
Federal Government station’s operating license
within 6 months after receiving the petition if
the following requirements are met:

““(A) the person seeking relocation of the Fed-
eral Government station has guaranteed to pay
all relocation costs incurred by the Federal en-
tity, including all engineering, equipment, site
acquisition and construction, and regulatory fee
costs;

“(B) all activities necessary for implementing
the relocation have been completed, including
construction of replacement facilities (if nec-
essary and appropriate) and identifying and ob-
taining new frequencies for use by the relocated
Federal Government station (where such station
is not relocating to spectrum reserved exclu-
sively for Federal use);

“(C) any necessary replacement facilities,
equipment modifications, or other changes have
been implemented and tested to ensure that the
Federal Government station is able to success-
fully accomplish its purposes; and

‘(D) NTIA has determined that the proposed
use of the spectrum frequency band to which
the Federal entity will relocate its operations
is—

‘(i) consistent with obligations undertaken by
the United States in international agreements
and with United States national security and
public safety interests; and

““(ii) suitable for the technical characteristics

of the band and consistent with other uses of
the band.
In exercising its authority under clause (i) of
this subparagraph, NTIA shall consult with the
Secretary of Defense, the Secretary of State, or
other appropriate officers of the Federal Gov-
ernment.

“(3) RIGHT TO RECLAIM.—If within one year
after the relocation the Federal entity dem-
onstrates to the Commission that the new facili-
ties or spectrum are not comparable to the facili-
ties or spectrum from which the Federal Govern-
ment station was relocated, the person who filed
the petition under paragraph (2) for such relo-
cation shall take reasonable steps to remedy any
defects or pay the Federal entity for the ex-
penses incurred in returning the Federal Gov-
ernment station to the spectrum from which
such station was relocated.

““(h) FEDERAL ACTION TO EXPEDITE SPECTRUM
TRANSFER.—ANyY Federal Government station
which operates on electromagnetic spectrum
that has been identified in any reallocation re-
port under this section shall, to the maximum
extent practicable through the use of the au-
thority granted under subsection (g) and any
other applicable provision of law, take action to
relocate its spectrum use to other frequencies
that are reserved for Federal use or to consoli-
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date its spectrum use with other Federal Gov-
ernment stations in a manner that maximizes
the spectrum available for non-Federal use.

‘(i) DEFINITION.—For purposes of this section,
the term ‘Federal entity’ means any department,
agency, or other instrumentality of the Federal
Government that utilizes a Government station
license obtained under section 305 of the 1934
Act (47 U.S.C. 305).”.

(2) Section 114(a) of such Act (47 U.S.C.
924(a)) is amended—

(A) in paragraph (1), by striking ‘“‘(a) or
(d)(1)” and inserting ““(a), (d)(1), or (f)’; and

(B) in paragraph (2), by striking “‘either’” and
inserting “‘any’’.

(e) IDENTIFICATION AND REALLOCATION OF
AUCTIONABLE FREQUENCIES.—

(1) SECOND REPORT REQUIRED.—Section 113(a)
of the National Telecommunications and Infor-
mation Administration Organization Act (47
U.S.C. 923(a)) is amended by inserting ‘‘and
within 6 months after the date of enactment of
the Balanced Budget Act of 1997 after ““Act of
1993,

(2) IN GENERAL.—Section 113(b) of such Act (47
U.S.C. 923(b)) is amended—

(A) by striking the caption of paragraph (1)
and inserting ““INITIAL REALLOCATION REPORT.—

(B) by inserting “‘in the initial report required
by subsection (a)” after ‘“‘recommend for re-
allocation’” in paragraph (1);

(C) by inserting ‘“‘or (3)” after ‘“‘paragraph
(1)’ each place it appears in paragraph (2); and

(D) by adding at the end thereof the follow-

ing:
““(3) SECOND REALLOCATION REPORT.—INn ac-
cordance with the provisions of this section, the
Secretary shall recommend for reallocation in
the second report required by subsection (a), for
use other than by Federal Government stations
under section 305 of the 1934 Act (47 U.S.C. 305),
a band or bands of frequencies that—

“(A) in the aggregate span not less than 20
megahertz;

““(B) are located below 3 gigahertz; and

““(C) meet the criteria specified in paragraphs
(1) through (5) of subsection (a).”’.

(3) CONFORMING AMENDMENT.—Section 113(d)
of such Act (47 U.S.C. 923(d)) is amended by
striking ‘‘final report’ and inserting “‘initial re-
port”.

(4) ALLOCATION AND ASSIGNMENT.—Section 115
of such Act (47 U.S.C. 925) is amended—

(A) by striking ‘‘the report required by section
113(a)”’ in subsection (b) and inserting ‘‘the ini-
tial reallocation report required by section
113(a)’’; and

(B) by adding at the end thereof the follow-
ing:
““(c) ALLOCATION AND ASSIGNMENT OF FRE-
QUENCIES IDENTIFIED IN THE SECOND REALLOCA-
TION REPORT.—

““(1) PLAN AND IMPLEMENTATION.—With re-
spect to the frequencies made available for re-
allocation pursuant to section 113(b)(3), the
Commission shall, not later than one year after
receipt of the second reallocation report required
by section 113(a), prepare, submit to the Presi-
dent and the Congress, and implement, a plan
for the immediate allocation and assignment
under the 1934 Act of all such frequencies in ac-
cordance with section 309(j) of such Act.

““(2) CONTENTS.—The plan prepared by the
Commission under paragraph (1) shall consist of
a schedule of allocation and assignment of those
frequencies in accordance with section 309(j) of
the 1934 Act in time for the assignment of those
licenses or permits by September 30, 2002.”".

SEC. 3003. AUCTION OF RECAPTURED BROADCAST
TELEVISION SPECTRUM.

Section 309(j) of the Communications Act of
1934 (47 U.S.C. 309(j)) is amended by adding at
the end the following new paragraph:

‘“(14) AUCTION OF RECAPTURED BROADCAST
TELEVISION SPECTRUM.—

““(A) LIMITATIONS ON TERMS OF TERRESTRIAL
TELEVISION BROADCAST LICENSES.—A television
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broadcast license that authorizes analog tele-
vision service may not be renewed to authorize
such service for a period that extends beyond
December 31, 2006.

““(B) EXTENSION.—The Commission shall ex-
tend the date described in subparagraph (A) for
any station that requests such extension in any
television market if the Commission finds that—

““(i) one or more of the stations in such market
that are licensed to or affiliated with one of the
four largest national television networks are not
broadcasting a digital television service signal,
and the Commission finds that each such sta-
tion has exercised due diligence and satisfies the
conditions for an extension of the Commission’s
applicable construction deadlines for digital tel-
evision service in that market;

““(ii) digital-to-analog converter technology is
not generally available in such market; or

“(iii) in any market in which an extension is
not available under clause (i) or (ii), 15 percent
or more of the television households in such
market—

“(1) do not subscribe to a multichannel video
programming distributor (as defined in section
602) that carries one of the digital television
service programming channels of each of the tel-
evision stations broadcasting such a channel in
such market; and

“(11) do not have either—

““(a) at least one television receiver capable of
receiving the digital television service signals of
the television stations licensed in such market;
or

““(b) at least one television receiver of analog
television service signals equipped with digital-
to-analog converter technology capable of re-
ceiving the digital television service signals of
the television stations licensed in such market.

““(C) SPECTRUM REVERSION AND RESALE.—

““(i) The Commission shall—

“(1) ensure that, as licenses for analog tele-
vision service expire pursuant to subparagraph
(A) or (B), each licensee shall cease using elec-
tromagnetic spectrum assigned to such service
according to the Commission’s direction; and

“(I1) reclaim and organize the electromagnetic
spectrum in a manner consistent with the objec-
tives described in paragraph (3) of this sub-
section.

“(ii) Licensees for new services occupying
spectrum reclaimed pursuant to clause (i) shall
be assigned in accordance with this subsection.
The Commission shall complete the assignment
of such licenses, and report to the Congress the
total revenues from such competitive bidding, by
September 30, 2002.

““(D) CERTAIN LIMITATIONS ON QUALIFIED BID-
DERS PROHIBITED.—In prescribing any regula-
tions relating to the qualification of bidders for
spectrum reclaimed pursuant to subparagraph
(C)(i), the Commission, for any license that may
be used for any digital television service where
the grade A contour of the station is projected
to encompass the entirety of a city with a popu-
lation in excess of 400,000 (as determined using
the 1990 decennial census), shall not—

““(i) preclude any party from being a qualified
bidder for such spectrum on the basis of—

‘(1) the Commission’s duopoly rule (47 C.F.R.
73.3555(b)); or

“(11) the Commission’s newspaper cross-own-
ership rule (47 C.F.R. 73.3555(d)); or

““(ir) apply either such rule to preclude such a
party that is a winning bidder in a competitive
bidding for such spectrum from using such spec-
trum for digital television service.”.

SEC. 3004. ALLOCATION AND ASSIGNMENT OF
NEW PUBLIC SAFETY SERVICES LI-
CENSES AND COMMERCIAL LI-
CENSES.

Title 111 of the Communications Act of 1934 is
amended by inserting after section 336 (47
U.S.C. 336) the following new section:

“SEC. 337. ALLOCATION AND ASSIGNMENT OF
NEW PUBLIC SAFETY SERVICES LI-
CENSES AND COMMERCIAL LI-
CENSES.

““(a) IN GENERAL.—Not later than January 1,
1998, the Commission shall allocate the electro-
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magnetic spectrum between 746 megahertz and
806 megahertz, inclusive, as follows:

‘(1) 24 megahertz of that spectrum for public
safety services according to the terms and condi-
tions established by the Commission, in con-
sultation with the Secretary of Commerce and
the Attorney General; and

““(2) 36 megahertz of that spectrum for com-
mercial use to be assigned by competitive bid-
ding pursuant to section 309(j).

““(b) ASSIGNMENT.—The Commission shall—

‘(1) commence assignment of the licenses for
public safety services created pursuant to sub-
section (a) no later than September 30, 1998; and

““(2) commence competitive bidding for the
commercial licenses created pursuant to sub-
section (a) after January 1, 2001.

““(c) LICENSING OF UNUSED FREQUENCIES FOR
PUBLIC SAFETY SERVICES.—

““(1) USE OF UNUSED CHANNELS FOR PUBLIC
SAFETY SERVICES.—Upon application by an en-
tity seeking to provide public safety services, the
Commission shall waive any requirement of this
Act or its regulations implementing this Act
(other than its regulations regarding harmful
interference) to the extent necessary to permit
the use of unassigned frequencies for the provi-
sion of public safety services by such entity. An
application shall be granted under this sub-
section if the Commission finds that—

“(A) no other spectrum allocated to public
safety services is immediately available to sat-
isfy the requested public safety service use;

““(B) the requested use is technically feasible
without causing harmful interference to other
spectrum users entitled to protection from such
interference under the Commission’s regula-
tions;

““(C) the use of the unassigned frequency for
the provision of public safety services is consist-
ent with other allocations for the provision of
such services in the geographic area for which
the application is made;

‘(D) the unassigned frequency was allocated
for its present use not less than 2 years prior to
the date on which the application is granted;
and

“(E) granting such application is consistent
with the public interest.

““(2) APPLICABILITY.—Paragraph (1) shall
apply to any application to provide public safe-
ty services that is pending or filed on or after
the date of enactment of the Balanced Budget
Act of 1997.

““(d) CONDITIONS ON LICENSES.—In establish-
ing service rules with respect to licenses granted
pursuant to this section, the Commission—

‘(1) shall establish interference limits at the
boundaries of the spectrum block and service
area;

““(2) shall establish any additional technical
restrictions necessary to protect full-service ana-
log television service and digital television serv-
ice during a transition to digital television serv-
ice;

““(3) may permit public safety services licens-
ees and commercial licensees—

““(A) to aggregate multiple licenses to create
larger spectrum blocks and service areas; and

‘“(B) to disaggregate or partition licenses to
create smaller spectrum blocks or service areas;
and

““(4) shall establish rules insuring that public
safety services licensees using spectrum reallo-
cated pursuant to subsection (a)(1) shall not be
subject to harmful interference from television
broadcast licensees.

‘“(e) REMOVAL AND RELOCATION OF INCUM-
BENT BROADCAST LICENSEES.—

““(1) CHANNELS 60 TO 69.—Any person who
holds a television broadcast license to operate
between 746 and 806 megahertz may not operate
at that frequency after the date on which the
digital television service transition period termi-
nates, as determined by the Commission.

““(2) INCUMBENT QUALIFYING LOW-POWER STA-
TIONS.—After making any allocation or assign-
ment under this section, the Commission shall
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seek to assure, consistent with the Commission’s
plan for allotments for digital television service,
that each qualifying low-power television sta-
tion is assigned a frequency below 746 mega-
hertz to permit the continued operation of such
station.

““(f) DEFINITIONS.—For purposes of this sec-
tion:

““(1) PUBLIC SAFETY SERVICES.—The term ‘pub-
lic safety services’ means services—

““(A) the sole or principal purpose of which is
to protect the safety of life, health, or property;

““(B) that are provided—

‘(i) by State or local government entities; or

“(ii) by nongovernmental organizations that
are authorized by a governmental entity whose
primary mission is the provision of such serv-
ices; and

““(C) that are not made commercially available
to the public by the provider.

““(2) QUALIFYING LOW-POWER TELEVISION STA-
TIONS.—A station is a qualifying low-power tele-
vision station if, during the 90 days preceding
the date of enactment of the Balanced Budget
Act of 1997—

““(A) such station broadcast a minimum of 18
hours per day;

““(B) such station broadcast an average of at
least 3 hours per week of programming that was
produced within the market area served by such
station; and

““(C) such station was in compliance with the
requirements applicable to low-power television
stations.””.

SEC. 3005. FLEXIBLE USE OF ELECTROMAGNETIC
SPECTRUM.

Section 303 of the Communications Act of 1934
(47 U.S.C. 303) is amended by adding at the end
thereof the following:

“(y) Have authority to allocate -electro-
magnetic spectrum so as to provide flexibility of
use, if—

““(1) such use is consistent with international
agreements to which the United States is a
party; and

““(2) the Commission finds, after notice and an
opportunity for public comment, that—

““(A) such an allocation would be in the public
interest;

““(B) such use would not deter investment in
communications services and systems, or tech-
nology development; and

““(C) such use would not result in harmful in-
terference among users.”.

SEC. 3006. UNIVERSAL SERVICE FUND PAYMENT
SCHEDULE.

(a) APPROPRIATIONS TO THE UNIVERSAL SERV-
ICE FUND.—

(1) APPROPRIATION.—There is hereby appro-
priated to the Commission $3,000,000,000 in fiscal
year 2001, which shall be disbursed on October
1, 2000, to the Administrator of the Federal uni-
versal service support programs established pur-
suant to section 254 of the Communications Act
of 1934 (47 U.S.C. 254), and which may be ex-
pended by the Administrator in support of such
programs as provided pursuant to the rules im-
plementing that section.

(2) RETURN TO TREASURY.—The Administrator
shall transfer $3,000,000,000 from the funds col-
lected for such support programs to the General
Fund of the Treasury on October 1, 2001.

(b) FEE ADJUSTMENTS.—The Commission shall
direct the Administrator to adjust payments by
telecommunications carriers and other providers
of interstate telecommunications so that the
$3,000,000,000 of the total payments by such car-
riers or providers to the Administrator for fiscal
year 2001 shall be deferred until October 1, 2001.

(c) PRESERVATION OF AUTHORITY.—Nothing in
this section shall affect the Administrator’s au-
thority to determine the amounts that should be
expended for universal service support programs
pursuant to section 254 of the Communications
Act of 1934 and the rules implementing that sec-
tion.
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(d) DEFINITION.—For purposes of this section,
the term ‘““‘Administrator’” means the Adminis-
trator designated by the Federal Communica-
tions Commission to administer Federal univer-
sal service support programs pursuant to section
254 of the Communications Act of 1934.

SEC. 3007. DEADLINE FOR COLLECTION.

The Commission shall conduct the competitive
bidding required under this title or the amend-
ments made by this title in a manner that en-
sures that all proceeds of such bidding are de-
posited in accordance with section 309(j)(8) of
the Communications Act of 1934 not later than
September 30, 2002.

SEC. 3008. ADMINISTRATIVE PROCEDURES FOR

SPECTRUM AUCTIONS.

Notwithstanding section 309(b) of the Commu-
nications Act of 1934 (47 U.S.C. 309(b)), no ap-
plication for an instrument of authorization for
frequencies assigned under this title (or amend-
ments made by this title) shall be granted by the
Commission earlier than 7 days following issu-
ance of public notice by the Commission of the
acceptance for filing of such application or of
any substantial amendment thereto. Notwith-
standing section 309(d)(1) of such Act (47 U.S.C.
309(d)(1)), the Commission may specify a period
(no less than 5 days following issuance of such
public notice) for the filing of petitions to deny
any application for an instrument of authoriza-
tion for such frequencies.

TITLE IV—MEDICARE, MEDICAID, AND
CHILDREN’S HEALTH PROVISIONS
SEC. 4000. AMENDMENTS TO SOCIAL SECURITY
ACT AND REFERENCES TO OBRA;

TABLE OF CONTENTS OF TITLE.

(a) AMENDMENTS TO SOCIAL SECURITY ACT.—
Except as otherwise specifically provided, when-
ever in this title an amendment is expressed in
terms of an amendment to or repeal of a section
or other provision, the reference shall be consid-
ered to be made to that section or other provi-
sion of the Social Security Act.

(b) REFERENCES TO OBRA.—In this title, the
terms ““OBRA-1986", ““OBRA-1987, ““OBRA-
1989’", OBRA-1990"", and ‘“OBRA-1993"" refer to
the Omnibus Budget Reconciliation Act of 1986
(Public Law 99-509), the Omnibus Budget Rec-
onciliation Act of 1987 (Public Law 100-203), the
Omnibus Budget Reconciliation Act of 1989
(Public Law 101-239), the Omnibus Budget Rec-
onciliation Act of 1990 (Public Law 101-508),
and the Omnibus Budget Reconciliation Act of
1993 (Public Law 103-66), respectively.

(c) TABLE OF CONTENTS OF TITLE.—The table
of contents of this title is as follows:

Sec. 4000. Amendments to Social Security Act
and references to OBRA; table of
contents of title.

Subtitle A—Medicare+Choice Program
CHAPTER 1—MEDICARE+CHOICE PROGRAM
SUBCHAPTER A—MEDICARE+CHOICE PROGRAM
Sec. 4001. Establishment of Medicare+Choice

Program.

“PART C—MEDICARE+CHOICE PROGRAM
‘“‘Sec. 1851. Eligibility, election, and enrollment.
“‘Sec. 1852. Benefits and beneficiary protections.
““‘Sec. 1853. Payments to Medicare+Choice orga-

nizations.

1854. Premiums.

1855. Organizational and financial re-
quirements for Medicare+Choice
organizations; provider-sponsored
organizations.

1856. Establishment of standards.

1857. Contracts with Medicare+Choice or-

ganizations.

Definitions;

sions.

Sec. 4002. Transitional rules for current medi-
care HMO program.

Sec. 4003. Conforming changes in medigap pro-
gram.

SUBCHAPTER B—SPECIAL RULES FOR

MEDICARE+CHOICE MEDICAL SAVINGS ACCOUNTS

Sec. 4006. Medicare+Choice MSA.

““Sec.
““Sec.

““Sec.
““Sec.
““Sec.

1859. miscellaneous provi-
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CHAPTER 2—DEMONSTRATIONS
SUBCHAPTER A—MEDICARE+CHOICE COMPETITIVE
PRICING DEMONSTRATION PROJECT
‘‘Sec. 4011. Medicare prepaid competitive pricing
demonstration project.

““Sec. 4012. Administration through the Office of
Competition; advisory committee.

‘‘Sec. 4013. Project design based on FEHBP com-
petitive bidding model.

SUBCHAPTER B—SOCIAL HEALTH MAINTENANCE
ORGANIZATIONS

‘‘Sec. 4014. Social health maintenance organiza-
tions (SHMOs.)

SUBCHAPTER C—MEDICARE SUBDIVISION DEM-
ONSTRATION PROJECT FOR MILITARY RETIREES
‘“‘Sec. 4015. Medicare subvention demonstration

project for military retirees.
SUBCHAPTER D—OTHER PROJECTS

““Sec. 4016. Medicare coordinated care dem-
onstration project.

““Sec. 4017. Orderly transition of municipal
health service  demonstration
projects.

““‘Sec. 4018. Medicare enrollment demonstration
project.

““Sec. 4019. Extension of certain medicare com-
munity nursing organization dem-
onstration projects.

CHAPTER 3—COMMISSIONS

““Sec. 4021. National Bipartisan Commission on
the Future of Medicare.

“‘Sec. 4022. Medicare Payment Advisory Commis-
sion.

CHAPTER 4—MEDIGAP PROTECTIONS

““Sec. 4031. Medigap protections.

‘‘Sec. 4032. Addition of high deductible medigap

policies.

CHAPTER 5—TAX TREATMENT OF HOSPITALS
PARTICIPATING IN PROVIDER-SPONSORED OR-
GANIZATIONS

““Sec. 4041. Tax treatment of hospitals which

participate in provider-sponsored
organizations.
Subtitle B—Prevention Initiatives

‘‘Sec. 4101. Screening mammography.

““Sec. 4102. Screening pap smear and pelvic
exams.

““Sec. 4103. Prostate cancer screening tests.

‘‘Sec. 4104. Coverage of colorectal screening.

““Sec. 4105. Diabetes self-management benefits.

‘“‘Sec. 4106. Standardization of medicare cov-
erage of bone mass measurements.

‘“‘Sec. 4107. Vaccines outreach expansion.

‘“‘Sec. 4108. Study on preventive and enhanced
benefits.

Subtitle C—Rural Initiatives

‘“Sec. 4201. Medicare rural hospital flexibility
program.

‘“‘Sec. 4202. Prohibiting denial of request by
rural referral centers for reclassi-
fication on basis of comparability
of wages.

““Sec. 4203. Hospital geographic reclassification
permitted for purposes of dis-
proportionate share payment ad-
justments.

‘“‘Sec. 4204. Medicare-dependent, small rural

hospital payment extension.
Sec. 4205. Rural health clinic services.
Sec. 4206. Medicare reimbursement for telehealth
services.
Informatics, telemedicine, and edu-
cation demonstration project.
Subtitle D—Anti-Fraud and Abuse Provisions
and Improvements in Protecting Program In-
tegrity
CHAPTER 1—REVISIONS TO SANCTIONS FOR
FRAUD AND ABUSE
Sec. 4301. Permanent exclusion for those con-
victed of 3 health care related
crimes.
Sec. 4302. Authority to refuse to enter into medi-
care agreements with individuals
or entities convicted of felonies.

Sec. 4207.
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Sec. 4303. Exclusion of entity controlled by fam-
ily member of a sanctioned indi-
vidual.

Sec. 4304. Imposition of civil money penalties.

CHAPTER 2—IMPROVEMENTS IN PROTECTING
PROGRAM INTEGRITY

Sec. 4311. Improving information to medicare
beneficiaries.

Sec. 4312. Disclosure of information and surety
bonds.

Sec. 4313. Provision of certain identification
numbers.

Sec. 4314. Advisory opinions regarding certain
physician self-referral provisions.

Sec. 4315. Replacement of reasonable charge
methodology by fee schedules.

Sec. 4316. Application of inherent reasonable-
ness to all part B services other
than physicians’ services.

Sec. 4317. Requirement to furnish diagnostic in-
formation.

Sec. 4318. Report by GAO on operation of fraud
and abuse control program.

Sec. 4319. Competitive bidding demonstration
projects.

Sec. 4320. Prohibiting unnecessary and wasteful

medicare payments for certain
items.

Sec. 4321. Nondiscrimination in post-hospital re-
ferral to home health agencies
and other entities.

CHAPTER 3—CLARIFICATIONS AND TECHNICAL
CHANGES

Sec. 4331. Other fraud and abuse related provi-
sions.

Subtitle E—Provisions Relating to Part A Only

CHAPTER 1—PAYMENT OF PPS HOSPITALS

Sec. 4401. PPS hospital payment update.

Sec. 4402. Maintaining savings from temporary
reduction in capital payments for
PPS hospitals.

Sec. 4403. Disproportionate share.

Sec. 4404. Medicare capital asset sales price
equal to book value.

Sec. 4405. Elimination of IME and DSH pay-
ments attributable to outlier pay-
ments.

Sec. 4406. Increase base payment rate to Puerto
Rico hospitals.

Sec. 4407. Certain hospital discharges to post
acute care.

Sec. 4408. Reclassification of certain counties as
large urban areas under medicare
program.

Sec. 4409. Geographic reclassification for certain
disproportionately large hospitals.

Sec. 4410. Floor on area wage index.

CHAPTER 2—PAYMENT OF PPS-EXEMPT
HoSPITALS
SUBCHAPTER A—GENERAL PAYMENT PROVISIONS

Sec. 4411. Payment update.

Sec. 4412. Reductions to capital payments for
certain PPS-exempt hospitals and
units.

Sec. 4413. Rebasing.

Sec. 4414. Cap on TEFRA limits.

Sec. 4415. Bonus and relief payments.

Sec. 4416. Change in payment and target
amount for new providers.
Sec. 4417. Treatment of certain long-term care

hospitals.

Sec. 4418. Treatment of certain cancer hospitals.

Sec. 4419. Elimination of exemptions for certain
hospitals.

SUBCHAPTER B—PROSPECTIVE PAYMENT SYSTEM
FOR PPS-EXEMPT HOSPITALS

Sec. 4421. Prospective payment for inpatient re-
habilitation hospital services.

Sec. 4422. Development of proposal on payments
for long-term care hospitals.

CHAPTER 3—PAYMENT FOR SKILLED NURSING
FACILITIES

Sec. 4431. Extension of cost limits.

Sec. 4432. Prospective payment for skilled nurs-
ing facility services.
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CHAPTER 4—PROVISIONS RELATED TO HOSPICE
SERVICES

Sec. 4441. Payments for hospice services.

Sec. 4442. Payment for home hospice care based
on location where care is fur-
nished.

Sec. 4443. Hospice care benefits periods.

Sec. 4444. Other items and services included in
hospice care.

Sec. 4445. Contracting with independent physi-
cians or physician groups for hos-
pice care services permitted.

4446. Wavier of certain staffing require-
ments for hospice care programs
in nonurbanized areas.

Sec. 4447. Limitation on liability of beneficiaries
for certain hospice coverage deni-
als.

4448. Extending the period for physician
certification of an individual’s
terminal illness.

Sec. 4449. Effective date.

CHAPTER 5—OTHER PAYMENT PROVISIONS

Sec. 4451. Reductions in payments for enrollee
bad debt.

4452. Permanent extension of hemophilia
pass-through payment.

4453. Reduction in part A medicare pre-
mium for certain public retirees.

Sec. 4454. Coverage of services in religious non-
medical health care institutions
under the medicare and medicaid
programs.

Subtitle F—Provisions Relating to Part B Only

CHAPTER 1—SERVICES OF HEALTH
PROFESSIONALS

SUBCHAPTER A—PHYSICIANS’ SERVICES

Sec.

Sec.

Sec.

Sec.

Sec. 4501. Establishment of single conversion
factor for 1998.

Sec. 4502. Establishing update to conversion fac-
tor to match spending under sus-
tainable growth rate.

Sec. 4503. Replacement of volume performance
standard with sustainable growth
rate.

Sec. 4504. Payment rules for anesthesia services.

Sec. 4505. Implementation of resource-based
methodologies.

Sec. 4506. Dissemination of information on high
per discharge relative values for
in-hopsital physicians’ services.

Sec. 4507. Use of private contracts by medicare
beneficiaries.

SUBCHAPTER B—OTHER HEALTH CARE
PROFESSIONALS

Sec. 4511. Increased medicare reimbursement
For nurse practitioners and clini-
cal nurse specialists.

Sec. 4512. Increase medicare reimbursement for
physician assistants.

Sec. 4513. No x-ray required for chiropractic
services.

CHAPTER 2—PAYMENT FOR HOSPITAL
OUTPATIENT DEPARTMENT SERVICES

Sec. 4521. Elimination of formula-driven over-
payments (FDO) for certain out
patient hospital services.

Sec. 4522. Extension of reductions in payments
for costs of hospital outpatient
services.

Sec. 4523. Prospective payment system for hos-
pital outpatient department serv-
ices.

CHAPTER 3—AMBULANCE SERVICES

Sec. 4531. Payments for ambulance services.

Sec. 4532. Demonstration of coverage of ambu-
lance services under medicare
through contracts with units of
local government.

CHAPTER 4—PROSPECTIVE PAYMENT FOR
OUTPATIENT REHABILITATION SERVICES
Sec. 4541. Prospective payment for outpatient

rehabilitation services.
CHAPTER 5—OTHER PAYMENT PROVISIONS

Sec. 4551. Payments for durable medical equip-
ment.
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Sec. 4552. Oxygen and oxygen equipment.

Sec. 4553. Reduction in updates to payment
amounts for clinical diagnostic
laboratory tests; study on labora-
tory tests.

Sec. 4554. Improvements in administration of
laboratory tests benefit.

Sec. 4555. Updates for ambulatory surgical
services.

Sec. 4556. Reimbursement for drugs and
biologicals.

Sec. 4557. Coverage of oral anti-nausea drugs
under chemotherapeutic regimen.

Sec. 4558. Renal dialysis-related services.

Sec. 4559. Temporary coverage restoration for
portable electrocardiogram trans-
portation.

CHAPTER 6—PART B PREMIUM AND RELATED
PROVISIONS

SUBCHAPTER A—DETERMINATION OF PART B
PREMIUM AMOUNT
Sec. 4571. Part B premium.
SUBCHAPTER B—OTHER PROVISIONS RELATED TO
PART B PREMIUM
Protection under the medicare pro-
gram for disabled workers who
lost benefits under a group health
plan.
Government entities eligible to elect
to pay part B premiums for eligi-
ble individuals.

Subtitle G—Provisions Relating to Parts A and

Sec. 4581.

Sec. 4582.

B
CHAPTER 1—HOME HEALTH SERVICES AND
BENEFITS
SUBCHAPER A—PAYMENTS FOR HOME HEALTH
SERVICES
Sec. 4601. Recapturing savings resulting from
temporary freeze on payment in-
creases for home health services.
Sec. 4602. Interim payments for home health
services.
Sec. 4603. Prospective payment for home health
services.
Sec. 4604. Payment based on location where

home health service is furnished.
SUBCHAPTER B—HOME HEALTH BENEFITS

Sec. 4611. Modification of part A home health
benefit for individuals enrolled
under part B.

Sec. 4612. Clarification of part-time or intermit-
tent nursing care.

Sec. 4613. Study on definition of homebound.

Sec. 4614. Normative standards for home health
claims denials.

Sec. 4615. No home health benefits based solely
on drawing blood.

Sec. 4616. Reports to Congress regarding home

health cost containment.
CHAPTER 2—GRADUATE MEDICAL EDUCATION
SUBCHAPTER A—INDIRECT MEDICAL EDUCATION

Sec. 4621. Indirect graduate medical education
payments.

Sec. 4622. Payment to hospitals of indirect
medical education costs for

Medicare+Choice enrollees.
SUBCHAPTER B—DIRECT GRADUATE MEDICAL
EDUCATION

Sec. 4623. Limitation on number of residents
and rolling average FTE count.
Sec. 4624. Payments to hospitals for direct costs

of graduate medical education of
Medicare+Choice enrollees.

Sec. 4625. Permitting payment to nonhospital
providers.

Sec. 4626. Incentive payments under plans for
voluntary reduction in number of
residents.

Sec. 4627. Medicare special reimbursement rule
for primary care combined resi-
dency programs.

Sec. 4628. Demonstration project on use of con-
sortia.

Sec. 4629. Recommendations on long-term poli-

cies regarding teaching hospitals
and graduate medical education.
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Study of hospital overhead and su-
pervisory physician components
of direct medical education costs.

CHAPTER 3—PROVISIONS RELATING TO MEDICARE

SECONDARY PAYER

Sec. 4630.

Sec. 4631. Permanent extension and revision of
certain secondary payer provi-
sions.

Sec. 4632. Clarification of time and filing limi-
tations.

Sec. 4633. Permitting recovery against third

party administrators.
CHAPTER 4—OTHER PROVISIONS

Sec. 4641. Placement of advance directive in
medical record.

Sec. 4642. Increased certification period for cer-
tain organ procurement organiza-
tions.

Sec. 4643. Office of the Chief Actuary in the
Health Care Financing Adminis-
tration.

Sec. 4644. Conforming amendments to comply
with congressional review of
agency rulemaking.

Subtitle H—Medicaid
CHAPTER 1—MANAGED CARE

Sec. 4701. State option of using managed care;
change in terminology.

Sec. 4702. Primary care case management serv-
ices at State option without need
for waiver.

Sec. 4703. Elimination of 75:25 restriction on
risk contracts.

Sec. 4704 Increased beneficiary protections.

Sec. 4705. Quality assurance standards.

Sec. 4706. Solvency standards.

Sec. 4707. Projections against fraud and abuse.

Sec. 4708. Improve administration.

Sec. 4709. 6-month guaranteed eligibility for all
individuals enrolled in managed
care.

Sec. 4710. Effective dates.

CHAPTER 2—FLEXIBILITY IN PAYMENT OF
PROVIDERS

Sec. 4711. Flexibility in payment methods for
hospital, nursing facility, ICF/
MR, and home health services.

Sec. 4712. Payment for center and clinic serv-
ices.

Sec. 4713. Elimination of obstetrical and pedi-
atric payment rate requirements.

Sec. 4714. Medicaid payment rates for certain
medicare cost-sharing.

Sec. 4715. Treatment of veterans’ pensions

under medicaid.
CHAPTER 3—FEDERAL PAYMENTS TO STATES

Sec. 4721. Reforming disproportionate share
payments under State medicaid
programs.

Sec. 4722. Treatment of State taxes imposed on
certain hospitals.

Sec. 4723. Additional funding for State emer-
gency health services furnished to
undocumented aliens.

Sec. 4724. Elimination of waste, fraud, and
abuse.

Sec. 4725. Increased FMAPs.

Sec. 4726. Increase in payment limitation for
territories.

CHAPTER 4—ELIGIBILITY

Sec. 4731. State option of continuous eligibility
for 12 months; clarification of
State option to cover children.

Sec. 4732. Payment of part B premiums.

Sec. 4733. State option to permit workers with
disabilities to buy into medicaid.

Sec. 4734. Penalty for fraudulent eligibility.

Sec. 4735. Treatment of certain settlement pay-
ments.

CHAPTER 5—BENEFITS
Sec. 4741. Elimination of requirement to pay

for private insurance.
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Sec. 4742. Physician qualification require-
ments.
Sec. 4743. Elimination of requirement of prior

institutionalization with respect
to habilitation services furnished
under a waiver for home or com-
munity-based services.

Sec. 4744. Study and report on EPSDT benefit.

CHAPTER 6—ADMINISTRATION AND
MISCELLANEOUS

Sec. 4751. Elimination of duplicative inspection
of care requirements for ICFS/MR
and mental hospitals.

Sec. 4752. Alternative sanctions for noncompli-
ant ICFS/MR.

Sec. 4753. Modification of MMIS requirements.

Sec. 4754. Facilitating imposition of State alter-
native remedies on non-compliant
nursing facilities.

Sec. 4755. Removal of name from nurse aide
registry.

Sec. 4756. Medically accepted indication.

Sec. 4757. Continuation of State-wide section
1115 medicaid waivers.

Sec. 4758. Extension of moratorium.

Sec. 4759. Extension of effective date for State

law amendment.

Subtitle I—Programs of All-Inclusive Care for
the Elderly (PACE)

Sec. 4801. Coverage of PACE under the medi-
care program.

Sec. 4802. Establishment of PACE program as
medicaid State option.

Sec. 4803. Effective date; transition.

Sec. 4804. Study and reports.

Subtitle J—State Children’s Health Insurance
Program

CHAPTER 1—STATE CHILDREN’S HEALTH
INSURANCE PROGRAM
Sec. 4901. Establishment of program.

“TITLE XXI—STATE CHILDREN’S HEALTH
INSURANCE PROGRAM

Sec. 2101. Purpose; State child health plans.

Sec. 2102. General contents of State child
health plan; eligibility; outreach.

Sec. 2103. Coverage requirements for children’s
health insurance.

Sec. 2104. Allotments.

Sec. 2105. Payments to States.

Sec. 2106. Process for submission, approval,
and amendment of State child
health plans.

Sec. 2107. Strategic objectives and performance
goals; plan administration.

Sec. 2108. Annual reports; evaluations.

Sec. 2109. Miscellaneous provisions.

Sec. 2110. Definitions.

CHAPTER 2—EXPANDED COVERAGE OF CHILDREN
UNDER MEDICAID

Sec. 4911. Optional use of State child health
assistance funds for enhanced
medicaid match for expanded
medicaid eligibility.

Sec. 4912. Medicaid presumptive eligibility for
low-income children.

Sec. 4913. Continuation of medicaid eligibility

for disabled children who lose SSI
benefits.

CHAPTER 3—DIABETES GRANT PROGRAMS

Sec. 4921. Special diabetes programs for chil-
dren with Type | diabetes.
Sec. 4922. Special diabetes programs for Indi-

ans.
Sec. 4923. Report on diabetes grant programs.
Subtitle A—Medicare+Choice Program
CHAPTER 1—MEDICARE+CHOICE
PROGRAM
Subchapter A—Medicare+ Choice Program

SEC. 4001. ESTABLISHMENT OF MEDICARE+
CHOICE PROGRAM.
Title XVIII is amended by redesignating part
C as part D and by inserting after part B the
following new part:
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““PART C—MEDICARE+CHOICE PROGRAM
““ELIGIBILITY, ELECTION, AND ENROLLMENT

““‘SEC. 1851. (a) CHOICE OF MEDICARE BENEFITS
THROUGH MEDICARE+CHOICE PLANS.—

““(1) IN GENERAL.—Subject to the provisions of
this section, each Medicare+Choice eligible indi-
vidual (as defined in paragraph (3)) is entitled
to elect to receive benefits under this title—

““(A) through the original medicare fee-for-
service program under parts A and B, or

“(B) through enrollment in a Medicare+
Choice plan under this part.

““(2) TYPES OF MEDICARE+CHOICE PLANS THAT
MAY BE AVAILABLE.—A Medicare+Choice plan
may be any of the following types of plans of
health insurance:

““(A) COORDINATED CARE PLANS.—Coordinated
care plans which provide health care services,
including but not limited to health maintenance
organization plans (with or without point of
service options), plans offered by provider-spon-
sored organizations (as defined in section
1855(d)), and preferred provider organization
plans.

‘“(B) COMBINATION OF MSA PLAN AND CON-
TRIBUTIONS TO MEDICARE+CHOICE MSA.—AN
MSA plan, as defined in section 1859(b)(3), and
a contribution into a Medicare+Choice medical
savings account (MSA).

““(C) PRIVATE FEE-FOR-SERVICE PLANS.—A
Medicare+Choice private fee-for-service plan, as
defined in section 1859(b)(2).

‘“(3) MEDICARE+CHOICE ELIGIBLE
UAL.—

““(A) IN GENERAL.—In this title, subject to sub-
paragraph (B), the term ‘Medicare+Choice eligi-
ble individual’ means an individual who is enti-
tled to benefits under part A and enrolled under
part B.

““(B) SPECIAL RULE FOR END-STAGE RENAL DIS-
EASE.—Such term shall not include an individ-
ual medically determined to have end-stage
renal disease, except that an individual who de-
velops end-stage renal disease while enrolled in
a Medicare+Choice plan may continue to be en-
rolled in that plan.

‘‘(b) SPECIAL RULES.—

‘(1) RESIDENCE REQUIREMENT.—

““(A) IN GENERAL.—Except as the Secretary
may otherwise provide, an individual is eligible
to elect a Medicare+Choice plan offered by a
Medicare+Choice organization only if the plan
serves the geographic area in which the individ-
ual resides.

‘“(B) CONTINUATION OF ENROLLMENT PER-
MITTED.—Pursuant to rules specified by the Sec-
retary, the Secretary shall provide that a plan
may offer to all individuals residing in a geo-
graphic area the option to continue enrollment
in the plan, notwithstanding that the individual
no longer resides in the service area of the plan,
so long as the plan provides that individuals ex-
ercising this option have, as part of the basic
benefits described in section 1852(a)(1)(A), rea-
sonable access within that geographic area to
the full range of basic benefits, subject to rea-
sonable cost sharing liability in obtaining such
benefits.

““(2) SPECIAL RULE FOR CERTAIN INDIVIDUALS
COVERED UNDER FEHBP OR ELIGIBLE FOR VETER-
ANS OR MILITARY HEALTH BENEFITS, VETERANS.—

““(A) FEHBP.—AnN individual who is enrolled
in a health benefit plan under chapter 89 of title
5, United States Code, is not eligible to enroll in
an MSA plan until such time as the Director of
the Office of Management and Budget certifies
to the Secretary that the Office of Personnel
Management has adopted policies which will en-
sure that the enrollment of such individuals in
such plans will not result in increased expendi-
tures for the Federal Government for health
benefit plans under such chapter.

““(B) VA AND DOD.—The Secretary may apply
rules similar to the rules described in subpara-
graph (A) in the case of individuals who are eli-
gible for health care benefits under chapter 55 of
title 10, United States Code, or under chapter 17
of title 38 of such Code.
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““(3) LIMITATION ON ELIGIBILITY OF QUALIFIED
MEDICARE BENEFICIARIES AND OTHER MEDICAID
BENEFICIARIES TO ENROLL IN AN MSA PLAN.—AN
individual who is a qualified medicare bene-
ficiary (as defined in section 1905(p)(1)), a quali-
fied disabled and working individual (described
in section 1905(s)), an individual described in
section 1902(a)(10)(E)(iii), or otherwise entitled
to medicare cost-sharing under a State plan
under title XIX is not eligible to enroll in an
MSA plan.

““(4) COVERAGE UNDER MSA PLANS ON A DEM-
ONSTRATION BASIS.—

“(A) IN GENERAL.—AnN individual is not eligi-
ble to enroll in an MSA plan under this part—

‘(i) on or after January 1, 2003, unless the en-
rollment is the continuation of such an enroll-
ment in effect as of such date; or

“‘(ii) as of any date if the number of such indi-

viduals so enrolled as of such date has reached
390,000.
Under rules established by the Secretary, an in-
dividual is not eligible to enroll (or continue en-
rollment) in an MSA plan for a year unless the
individual provides assurances satisfactory to
the Secretary that the individual will reside in
the United States for at least 183 days during
the year.

““(B) EVALUATION.—The Secretary shall regu-
larly evaluate the impact of permitting enroll-
ment in MSA plans under this part on selection
(including adverse selection), use of preventive
care, access to care, and the financial status of
the Trust Funds under this title.

““(C) REPORTS.—The Secretary shall submit to
Congress periodic reports on the numbers of in-
dividuals enrolled in such plans and on the
evaluation being conducted under subparagraph
(B). The Secretary shall submit such a report,
by not later than March 1, 2002, on whether the
time limitation wunder subparagraph (A)(i)
should be extended or removed and whether to
change the numerical limitation under subpara-
graph (A)(ii).

“‘(c) PROCESS FOR EXERCISING CHOICE.—

““(1) IN GENERAL.—The Secretary shall estab-
lish a process through which elections described
in subsection (a) are made and changed, includ-
ing the form and manner in which such elec-
tions are made and changed. Such elections
shall be made or changed only during coverage
election periods specified under subsection (e)
and shall become effective as provided in sub-
section (f).

“(2) COORDINATION
MEDICARE+CHOICE ORGANIZATIONS.—

““(A) ENROLLMENT.—Such process shall permit
an individual who wishes to elect a
Medicare+Choice plan offered by a
Medicare+Choice organization to make such
election through the filing of an appropriate
election form with the organization.

““(B) DISENROLLMENT.—Such process shall
permit an individual, who has elected a
Medicare+Choice plan offered by a
Medicare+Choice organization and who wishes
to terminate such election, to terminate such
election through the filing of an appropriate
election form with the organization.

““(3) DEFAULT.—

““(A) INITIAL ELECTION.—

““(i) IN GENERAL.—Subject to clause (ii), an in-
dividual who fails to make an election during
an initial election period under subsection (e)(1)
is deemed to have chosen the original medicare
fee-for-service program option.

““(ii) SEAMLESS CONTINUATION OF COVERAGE.—
The Secretary may establish procedures under
which an individual who is enrolled in a health
plan (other than Medicare+Choice plan) offered
by a Medicare+Choice organization at the time
of the initial election period and who fails to
elect to receive coverage other than through the
organization is deemed to have elected the
Medicare+Choice plan offered by the organiza-
tion (or, if the organization offers more than
one such plan, such plan or plans as the Sec-
retary identifies under such procedures).

THROUGH
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““(B) CONTINUING PERIODS.—AnN individual
who has made (or is deemed to have made) an
election under this section is considered to have
continued to make such election until such time
as

‘(i) the individual changes the election under
this section, or

““(ii) the Medicare+Choice plan with respect to
which such election is in effect is discontinued
or, subject to subsection (b)(1)(B), no longer
serves the area in which the individual resides.

‘“(d) PROVIDING INFORMATION TO PROMOTE
INFORMED CHOICE.—

““(1) IN GENERAL.—The Secretary shall provide
for activities under this subsection to broadly
disseminate information to medicare bene-
ficiaries (and prospective medicare beneficiaries)
on the coverage options provided under this sec-
tion in order to promote an active, informed se-
lection among such options.

‘“(2) PROVISION OF NOTICE.—

““(A) OPEN SEASON NOTIFICATION.—ALt least 15
days before the beginning of each annual, co-
ordinated election period (as defined in sub-
section (e)(3)(B)), the Secretary shall mail to
each Medicare+Choice eligible individual resid-
ing in an area the following:

““(i) GENERAL INFORMATION.—The general in-
formation described in paragraph (3).

““(ii) LIST OF PLANS AND COMPARISON OF PLAN
OPTIONS.—A list identifying the
Medicare+Choice plans that are (or will be)
available to residents of the area and informa-
tion described in paragraph (4) concerning such
plans. Such information shall be presented in a
comparative form.

““(iii) ADDITIONAL INFORMATION.—ANy other
information that the Secretary determines will
assist the individual in making the election
under this section.

The mailing of such information shall be coordi-
nated, to the extent practicable, with the mail-
ing of any annual notice under section 1804.

““(B) NOTIFICATION TO NEWLY ELIGIBLE
MEDICARE+CHOICE ELIGIBLE INDIVIDUALS.—T0
the extent practicable, the Secretary shall, not
later than 30 days before the beginning of the
initial Medicare+Choice enrollment period for
an individual described in subsection (e)(1), mail
to the individual the information described in
subparagraph (A).

“(C) ForM.—The information disseminated
under this paragraph shall be written and
formatted using language that is easily under-
standable by medicare beneficiaries.

‘(D) PERIODIC UPDATING.—The information
described in subparagraph (A) shall be updated
on at least an annual basis to reflect changes in
the availability of Medicare+Choice plans and
the benefits and Medicare+Choice monthly basic
and supplemental beneficiary premiums for such
plans.

““(3) GENERAL INFORMATION.—General infor-
mation under this paragraph, with respect to
coverage under this part during a year, shall in-
clude the following:

““(A) BENEFITS UNDER ORIGINAL MEDICARE
FEE-FOR-SERVICE PROGRAM OPTION.—A general
description of the benefits covered under the
original medicare fee-for-service program under
parts A and B, including—

‘(i) covered items and services,

“(ii) beneficiary cost sharing,
deductibles, coinsurance, and
amounts, and

““(iii) any beneficiary liability for balance bill-
ing.

“(B) ELECTION PROCEDURES.—Information
and instructions on how to exercise election op-
tions under this section.

““(C) RIGHTS.—A general description of proce-
dural rights (including grievance and appeals
procedures) of beneficiaries under the original
medicare fee-for-service program and the
Medicare+Choice program and the right to be
protected against discrimination based on
health status-related factors under section
1852(b).

such as
copayment
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““(D) INFORMATION ON MEDIGAP AND MEDICARE
SELECT.—A general description of the benefits,
enrollment rights, and other requirements appli-
cable to medicare supplemental policies under
section 1882 and provisions relating to medicare
select policies described in section 1882(t).

“(E) POTENTIAL FOR CONTRACT TERMI-
NATION.—The fact that a Medicare+Choice or-
ganization may terminate its contract, refuse to
renew its contract, or reduce the service area in-
cluded in its contract, under this part, and the
effect of such a termination, nonrenewal, or
service area reduction may have on individuals
enrolled with the Medicare+Choice plan under
this part.

““(4) INFORMATION COMPARING PLAN OP-
TIONS.—Information under this paragraph, with
respect to a Medicare+Choice plan for a year,
shall include the following:

““(A) BENEFITS.—The benefits covered under
the plan, including the following:

‘(i) Covered items and services beyond those
provided under the original medicare fee-for-
service program.

““(it) Any beneficiary cost sharing.

“(iii) Any maximum limitations on out-of-
pocket expenses.

“(iv) In the case of an MSA plan, differences
in cost sharing, premiums, and balance billing
under such a plan compared to under other
Medicare+Choice plans.

““(v) In the case of a Medicare+Choice private
fee-for-service plan, differences in cost sharing,
premiums, and balance billing under such a
plan compared to under other Medicare+Choice
plans.

““(vi) The extent to which an enrollee may ob-
tain benefits through out-of-network health
care providers.

““(vii) The extent to which an enrollee may se-
lect among in-network providers and the types
of providers participating in the plan’s network.

““(viii) The organization’s coverage of emer-
gency and urgently needed care.

“(B) PREMIUMS.—The Medicare+Choice
monthly basic beneficiary premium and
Medicare+Choice monthly supplemental bene-
ficiary premium, if any, for the plan or, in the
case of an MSA plan, the Medicare+Choice
monthly MSA premium.

““(C) SERVICE AREA.—The service area of the
plan.

‘(D) QUALITY AND PERFORMANCE.—To the ex-
tent available, plan quality and performance in-
dicators for the benefits under the plan (and
how they compare to such indicators under the
original medicare fee-for-service program under
parts A and B in the area involved), including—

““(i) disenrollment rates for medicare enrollees
electing to receive benefits through the plan for
the previous 2 years (excluding disenrollment
due to death or moving outside the plan’s serv-
ice area),

““(ii) information on medicare enrollee satis-
faction,

““(iii) information on health outcomes, and

““(iv) the recent record regarding compliance
of the plan with requirements of this part (as
determined by the Secretary).

““(E) SUPPLEMENTAL BENEFITS.—Whether the
organization offering the plan includes manda-
tory supplemental benefits in its base benefit
package or offers optional supplemental benefits
and the terms and conditions (including pre-
miums) for such coverage.

““(5) MAINTAINING A TOLL-FREE NUMBER AND
INTERNET SITE.—The Secretary shall maintain a
toll-free  number for inquiries regarding
Medicare+Choice options and the operation of
this part in all areas in which Medicare+Choice
plans are offered and an Internet site through
which individuals may electronically obtain in-
formation on such options and Medicare+Choice
plans.

“(6) USE OF NON-FEDERAL ENTITIES.—The Sec-
retary may enter into contracts with non-Fed-
eral entities to carry out activities under this
subsection.
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“(7N PROVISION OF INFORMATION.—A
Medicare+Choice organization shall provide the
Secretary with such information on the organi-
zation and each Medicare+Choice plan it offers
as may be required for the preparation of the in-
formation referred to in paragraph (2)(A).

‘‘(e) COVERAGE ELECTION PERIODS.—

‘(1) INITIAL CHOICE UPON ELIGIBILITY TO
MAKE ELECTION IF MEDICARE+CHOICE PLANS
AVAILABLE TO INDIVIDUAL.—If, at the time an
individual first becomes entitled to benefits
under part A and enrolled under part B, there
is one or more Medicare+Choice plans offered in
the area in which the individual resides, the in-
dividual shall make the election under this sec-
tion during a period specified by the Secretary
such that if the individual elects a
Medicare+Choice plan during the period, cov-
erage under the plan becomes effective as of the
first date on which the individual may receive
such coverage.

““(2) OPEN ENROLLMENT AND DISENROLLMENT
OPPORTUNITIES.—Subject to paragraph (5)—

““(A) CONTINUOUS OPEN ENROLLMENT AND
DISENROLLMENT THROUGH 2001.—At any time
during 1998, 1999, 2000, and 2001, a
Medicare+Choice eligible individual may change
the election under subsection (a)(1).

““(B) CONTINUOUS OPEN ENROLLMENT AND
DISENROLLMENT FOR FIRST 6 MONTHS DURING
2002.—

“(i) IN GENERAL.—Subject to clause (ii), at
any time during the first 6 months of 2002, or, if
the individual first becomes a Medicare+Choice
eligible individual during 2002, during the first 6
months during 2002 in which the individual is a
Medicare+Choice eligible individual, a
Medicare+Choice eligible individual may change
the election under subsection (a)(1).

““(ii) LIMITATION OF ONE CHANGE.—AnN individ-
ual may exercise the right under clause (i) only
once. The limitation under this clause shall not
apply to changes in elections effected during an
annual, coordinated election period under para-
graph (3) or during a special enrollment period
under the first sentence of paragraph (4).

““(C) CONTINUOUS OPEN ENROLLMENT AND
DISENROLLMENT FOR FIRST 3 MONTHS IN SUBSE-
QUENT YEARS.—

“(i) IN GENERAL.—Subject to clause (ii), at
any time during the first 3 months of a year
after 2002, or, if the individual first becomes a
Medicare+Choice eligible individual during a
year after 2002, during the first 3 months of
such year in which the individual is a
Medicare+Choice eligible individual, a
Medicare+Choice eligible individual may change
the election under subsection (a)(1).

““(ii) LIMITATION OF ONE CHANGE DURING OPEN
ENROLLMENT PERIOD EACH YEAR.—An individual
may exercise the right under clause (i) only once
during the applicable 3-month period described
in such clause in each year. The limitation
under this clause shall not apply to changes in
elections effected during an annual, coordinated
election period under paragraph (3) or during a
special enrollment period under paragraph (4).

““(83) ANNUAL, COORDINATED ELECTION PE-
RIOD.—

“(A) IN GENERAL.—Subject to paragraph (5),
each individual who is eligible to make an elec-
tion under this section may change such elec-
tion during an annual, coordinated election pe-
riod.

““(B) ANNUAL, COORDINATED ELECTION PE-
RIOD.—For purposes of this section, the term
‘annual, coordinated election period’ means,
with respect to a calendar year (beginning with
2000), the month of November before such year.

““(C) MEDICARE+CHOICE HEALTH INFORMATION
FAIRS.—In the month of November of each year
(beginning with 1999), in conjunction with the
annual coordinated election period defined in
subparagraph (B), the Secretary shall provide
for a nationally coordinated educational and
publicity campaign to inform Medicare+Choice
eligible individuals about Medicare+Choice
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plans and the election process provided under
this section.

“(D) SPECIAL INFORMATION CAMPAIGN IN
1998.—During November 1998 the Secretary shall
provide for an educational and publicity cam-
paign to inform Medicare+Choice eligible indi-
viduals about the availability of
Medicare+Choice plans, and eligible organiza-
tions with risk-sharing contracts under section
1876, offered in different areas and the election
process provided under this section.

““(4) SPECIAL ELECTION PERIODS.—Effective as
of January 1, 2002, an individual may dis-
continue an election of a Medicare+Choice plan
offered by a Medicare+Choice organization
other than during an annual, coordinated elec-
tion period and make a new election under this
section if—

““(A) the organization’s or plan’s certification
under this part has been terminated or the orga-
nization has terminated or otherwise discon-
tinued providing the plan in the area in which
the individual resides;

“(B) the individual is no longer eligible to
elect the plan because of a change in the indi-
vidual’s place of residence or other change in
circumstances (specified by the Secretary, but
not including termination of the individual’s en-
rollment on the basis described in clause (i) or
(ii) of subsection (g)(3)(B));

“(C) the individual demonstrates (in accord-
ance with guidelines established by the Sec-
retary) that—

“(i) the organization offering the plan sub-
stantially violated a material provision of the
organization’s contract under this part in rela-
tion to the individual (including the failure to
provide an enrollee on a timely basis medically
necessary care for which benefits are available
under the plan or the failure to provide such
covered care in accordance with applicable
quality standards); or

‘(i) the organization (or an agent or other
entity acting on the organization’s behalf) mate-
rially misrepresented the plan’s provisions in
marketing the plan to the individual; or

“(D) the individual meets such other excep-
tional conditions as the Secretary may provide.
Effective as of January 1, 2002, an individual
who, upon first becoming eligible for benefits
under part A at age 65, enrolls in a
Medicare+Choice plan under this part, the indi-
vidual may discontinue the election of such
plan, and elect coverage under the original fee-
for-service plan, at any time during the 12-
month period beginning on the effective date of
such enrollment.

““(5) SPECIAL RULES FOR MSA PLANS.—Notwith-
standing the preceding provisions of this sub-
section, an individual—

“(A) may elect an MSA plan only during—

“(@i) an initial open enrollment period de-
scribed in paragraph (1),

“(ii) an annual, coordinated election period
described in paragraph (3)(B), or

““(iii) the month of November 1998;

“(B) subject to subparagraph (C), may not
discontinue an election of an MSA plan except
during the periods described in clause (ii) or (iii)
of subparagraph (A) and under the first sen-
tence of paragraph (4); and

““(C) who elects an MSA plan during an an-
nual, coordinated election period, and who
never previously had elected such a plan, may
revoke such election, in a manner determined by
the Secretary, by not later than December 15 fol-
lowing the date of the election.

‘“(6) OPEN ENROLLMENT PERIODS.—Subject to
paragraph (5), a Medicare+Choice organiza-
tion—

““(A) shall accept elections or changes to elec-
tions during the initial enrollment periods de-
scribed in paragraph (1), during the month of
November 1998 and each subsequent year (as
provided in paragraph (3)), and during special
election periods described in the first sentence of
paragraph (4); and

““(B) may accept other changes to elections at
such other times as the organization provides.
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“(f) EFFECTIVENESS OF ELECTIONS
CHANGES OF ELECTIONS.—

““(1) DURING INITIAL COVERAGE ELECTION PE-
RIOD.—AnN election of coverage made during the
initial coverage election period under subsection
(©)(1)(A) shall take effect upon the date the in-
dividual becomes entitled to benefits under part
A and enrolled under part B, except as the Sec-
retary may provide (consistent with section
1838) in order to prevent retroactive coverage.

““(2) DURING CONTINUOUS OPEN ENROLLMENT
PERIODS.—AnN election or change of coverage
made under subsection (e)(2) shall take effect
with the first day of the first calendar month
following the date on which the election is
made.

““(3) ANNUAL, COORDINATED ELECTION PE-
RIOD.—AnN election or change of coverage made
during an annual, coordinated election period
(as defined in subsection (e)(3)(B)) in a year
shall take effect as of the first day of the follow-
ing year.

‘“(4) OTHER PERIODS.—AnN election or change
of coverage made during any other period under
subsection (e)(4) shall take effect in such man-
ner as the Secretary provides in a manner con-
sistent (to the extent practicable) with protect-
ing continuity of health benefit coverage.

““(g) GUARANTEED ISSUE AND RENEWAL.—

““(1) IN GENERAL.—Except as provided in this
subsection, a Medicare+Choice organization
shall provide that at any time during which
elections are accepted under this section with
respect to a Medicare+Choice plan offered by
the organization, the organization will accept
without restrictions individuals who are eligible
to make such election.

““(2) PRIORITY.—If the Secretary determines
that a Medicare+Choice organization, in rela-
tion to a Medicare+Choice plan it offers, has a
capacity limit and the number of
Medicare+Choice eligible individuals who elect
the plan under this section exceeds the capacity
limit, the organization may limit the election of
individuals of the plan under this section but
only if priority in election is provided—

““(A) first to such individuals as have elected
the plan at the time of the determination, and

““(B) then to other such individuals in such a

manner that does not discriminate, on a basis
described in section 1852(b), among the individ-
uals (who seek to elect the plan).
The preceding sentence shall not apply if it
would result in the enrollment of enrollees sub-
stantially nonrepresentative, as determined in
accordance with regulations of the Secretary, of
the medicare population in the service area of
the plan.

““(3) LIMITATION ON TERMINATION OF ELEC-
TION.—

““(A) IN GENERAL.—Subject to subparagraph
(B), a Medicare+Choice organization may not
for any reason terminate the election of any in-
dividual under this section for a
Medicare+Choice plan it offers.

*“(B) BAsIS FOR TERMINATION OF ELECTION.—A
Medicare+Choice organization may terminate
an individual’s election under this section with
respect to a Medicare+Choice plan it offers if—

‘(i) any Medicare+Choice monthly basic and
supplemental beneficiary premiums required
with respect to such plan are not paid on a
timely basis (consistent with standards under
section 1856 that provide for a grace period for
late payment of such premiums),

““(ii) the individual has engaged in disruptive
behavior (as specified in such standards), or

““(iii) the plan is terminated with respect to all
individuals under this part in the area in which
the individual resides.

“(C) CONSEQUENCE OF TERMINATION.—

‘(i) TERMINATIONS FOR CAUSE.—ANYy individ-
ual whose election is terminated under clause (i)
or (ii) of subparagraph (B) is deemed to have
elected the original medicare fee-for-service pro-
gram option described in subsection (a)(1)(A).

‘(i) TERMINATION BASED ON PLAN TERMI-
NATION OR SERVICE AREA REDUCTION.—ANYy indi-
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vidual whose election is terminated under sub-
paragraph (B)(iii) shall have a special election
period under subsection (e)(4)(A) in which to
change coverage to coverage under another
Medicare+Choice plan. Such an individual who
fails to make an election during such period is
deemed to have chosen to change coverage to
the original medicare fee-for-service program op-
tion described in subsection (a)(1)(A).

‘(D) ORGANIZATION OBLIGATION WITH RESPECT
TO ELECTION FORMS.—Pursuant to a contract
under section 1857, each Medicare+Choice orga-
nization receiving an election form under sub-
section (c)(2) shall transmit to the Secretary (at
such time and in such manner as the Secretary
may specify) a copy of such form or such other
information respecting the election as the Sec-
retary may specify.

“(h) APPROVAL OF MARKETING MATERIAL AND
APPLICATION FORMS.—

““(1) SuBMmissioN.—No marketing material or
application form may be distributed by a
Medicare+Choice organization to (or for the use
of) Medicare+Choice eligible individuals un-
less—

“(A) at least 45 days before the date of dis-
tribution the organization has submitted the
material or form to the Secretary for review, and

“(B) the Secretary has not disapproved the
distribution of such material or form.

“(2) REeVIEW.—The standards established
under section 1856 shall include guidelines for
the review of any material or form submitted
and under such guidelines the Secretary shall
disapprove (or later require the correction of)
such material or form if the material or form is
materially inaccurate or misleading or otherwise
makes a material misrepresentation.

““(3) DEEMED APPROVAL (1-STOP SHOPPING).—
In the case of material or form that is submitted
under paragraph (1)(A) to the Secretary or a re-
gional office of the Department of Health and
Human Services and the Secretary or the office
has not disapproved the distribution of market-
ing material or form under paragraph (1)(B)
with respect to a Medicare+Choice plan in an
area, the Secretary is deemed not to have dis-
approved such distribution in all other areas
covered by the plan and organization except
with regard to that portion of such material or
form that is specific only to an area involved.

““(4) PROHIBITION OF CERTAIN MARKETING
PRACTICES.—Each Medicare+Choice organiza-
tion shall conform to fair marketing standards,
in relation to Medicare+Choice plans offered
under this part, included in the standards es-
tablished under section 1856. Such standards—

“(A) shall not permit a Medicare+Choice or-
ganization to provide for cash or other monetary
rebates as an inducement for enrollment or oth-
erwise, and

“(B) may include a prohibition against a
Medicare+Choice organization (or agent of such
an organization) completing any portion of any
election form used to carry out elections under
this section on behalf of any individual.

“(i) EFFECT OF ELECTION OF
MEDICARE+CHOICE PLAN OPTION.—

‘(1) PAYMENTS TO ORGANIZATIONS.—Subject to
sections 1852(a)(5), 1853(g), 1853(h), 1886(d)(11),
and 1886(h)(3)(D), payments under a contract
with a Medicare+Choice organization under sec-
tion 1853(a) with respect to an individual elect-
ing a Medicare+Choice plan offered by the orga-
nization shall be instead of the amounts which
(in the absence of the contract) would otherwise
be payable under parts A and B for items and
services furnished to the individual.

““(2) ONLY ORGANIZATION ENTITLED TO PAY-
MENT.—Subject to sections 1853(e), 1853(g),
1853(h), 1857(f)(2), and 1886(d)(11), and
1886(h)(3)(D), only the Medicare+Choice organi-
zation shall be entitled to receive payments from
the Secretary under this title for services fur-
nished to the individual.

‘“BENEFITS AND BENEFICIARY PROTECTIONS

““‘SEC. 1852. (a) BASIC BENEFITS.—
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““(1) IN GENERAL.—Except as provided in sec-
tion 1859(b)(3) for MSA plans, each
Medicare+Choice plan shall provide to members
enrolled under this part, through providers and
other persons that meet the applicable require-
ments of this title and part A of title X1—

“(A) those items and services (other than hos-
pice care) for which benefits are available under
parts A and B to individuals residing in the
area served by the plan, and

“(B) additional benefits required under sec-
tion 1854(f)(1)(A).

“(2) SATISFACTION OF REQUIREMENT.—

“(A) IN GENERAL.—A Medicare+Choice plan
(other than an MSA plan) offered by a
Medicare+Choice organization satisfies para-
graph (1)(A), with respect to benefits for items
and services furnished other than through a
provider or other person that has a contract
with the organization offering the plan, if the
plan provides payment in an amount so that—

““(i) the sum of such payment amount and any
cost sharing provided for under the plan, is
equal to at least

““(ii) the total dollar amount of payment for
such items and services as would otherwise be
authorized under parts A and B (including any
balance billing permitted under such parts).

““(B) REFERENCE TO RELATED PROVISIONS.—
For provision relating to—

“(i) limitations on balance billing against
Medicare+Choice organizations for non-contract
providers, see sections 1852(k) and 1866(a)(1)(O),
and

““(ii) limiting actuarial value of enrollee liabil-
ity for covered benefits, see section 1854(e).

““(8) SUPPLEMENTAL BENEFITS.—

““(A) BENEFITS INCLUDED SUBJECT TO SEC-
RETARY’S APPROVAL.—Each Medicare+Choice
organization may provide to individuals en-
rolled under this part, other than under a MSA
plan, (without affording those individuals an
option to decline the coverage) supplemental
health care benefits that the Secretary may ap-
prove. The Secretary shall approve any such
supplemental benefits unless the Secretary de-
termines that including such supplemental bene-
fits would substantially discourage enrollment
by Medicare+Choice eligible individuals with
the organization.

““(B) AT ENROLLEES’ OPTION.—

“(i) IN GENERAL.—Subject to clause (ii), a
Medicare+Choice organization may provide to
individuals enrolled under this part supple-
mental health care benefits that the individuals
may elect, at their option, to have covered.

“(ii) SPECIAL RULE FOR MSA PLANS.—A
Medicare+Choice organization may not provide,
under an MSA plan, supplemental health care
benefits that cover the deductible described in
section 1859(b)(2)(B). In applying the previous
sentence, health benefits described in section
1882(u)(2)(B) shall not be treated as covering
such deductible.

““(C) APPLICATION TO MEDICARE+CHOICE PRI-
VATE FEE-FOR-SERVICE PLANS.—Nothing in this
paragraph shall be construed as preventing a
Medicare+Choice private fee-for-service plan
from offering supplemental benefits that include
payment for some or all of the balance billing
amounts permitted consistent with section
1852(k) and coverage of additional services that
the plan finds to be medically necessary.

‘“(4) ORGANIZATION AS SECONDARY PAYER.—
Notwithstanding any other provision of law, a
Medicare+Choice organization may (in the case
of the provision of items and services to an indi-
vidual under a Medicare+Choice plan under cir-
cumstances in which payment under this title is
made secondary pursuant to section 1862(b)(2))
charge or authorize the provider of such services
to charge, in accordance with the charges al-
lowed under a law, plan, or policy described in
such section—

““(A) the insurance carrier, employer, or other
entity which under such law, plan, or policy is
to pay for the provision of such services, or
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““(B) such individual to the extent that the in-
dividual has been paid under such law, plan, or
policy for such services.

““(5) NATIONAL COVERAGE DETERMINATIONS.—
If there is a national coverage determination
made in the period beginning on the date of an
announcement under section 1853(b) and ending
on the date of the next announcement under
such section and the Secretary projects that the
determination will result in a significant change
in the costs to a Medicare+Choice organization
of providing the benefits that are the subject of
such national coverage determination and that
such change in costs was not incorporated in
the determination of the annual
Medicare+Choice capitation rate under section
1853 included in the announcement made at the
beginning of such period, then, unless otherwise
required by law—

““(A) such determination shall not apply to
contracts under this part until the first contract
year that begins after the end of such period,
and

““(B) if such coverage determination provides
for coverage of additional benefits or coverage
under  additional circumstances, section
1851(i)(1) shall not apply to payment for such
additional benefits or benefits provided under
such additional circumstances until the first
contract year that begins after the end of such
period.

““(b) ANTIDISCRIMINATION.—

‘(1) BENEFICIARIES.—

“(A) IN GENERAL.—A Medicare+Choice orga-
nization may not deny, limit, or condition the
coverage or provision of benefits under this part,
for individuals permitted to be enrolled with the
organization under this part, based on any
health status-related factor described in section
2702(a)(1) of the Public Health Service Act.

““(B) CONSTRUCTION.—Subparagraph (A) shall
not be construed as requiring a
Medicare+Choice organization to enroll individ-
uals who are determined to have end-stage renal
disease, except as provided under section
1851(a)(3)(B).

““(2) PROVIDERS.—A Medicare+Choice organi-
zation shall not discriminate with respect to
participation, reimbursement, or indemnification
as to any provider who is acting within the
scope of the provider’s license or certification
under applicable State law, solely on the basis
of such license or certification. This paragraph
shall not be construed to prohibit a plan from
including providers only to the extent necessary
to meet the needs of the plan’s enrollees or from
establishing any measure designed to maintain
quality and control costs consistent with the re-
sponsibilities of the plan.

“*(c) DISCLOSURE REQUIREMENTS.—

‘(1) DETAILED DESCRIPTION OF PLAN PROVI-
SIONS.—A Medicare+Choice organization shall
disclose, in clear, accurate, and standardized
form to each enrollee with a Medicare+Choice
plan offered by the organization under this part
at the time of enrollment and at least annually
thereafter, the following information regarding
such plan:

““(A) SERVICE AREA.—The plan’s service area.

““(B) BENEFITS.—Benefits offered under the
plan, including information described in section
1851(d)(3)(A) and exclusions from coverage and,
if it is an MSA plan, a comparison of benefits
under such a plan with benefits under other
Medicare+Choice plans.

““(C) Access.—The number, mix, and distribu-
tion of plan providers, out-of-network coverage
(if any) provided by the plan, and any point-of-
service option (including the supplemental pre-
mium for such option).

‘“(D) OUT-OF-AREA COVERAGE.—Out-of-area
coverage provided by the plan.

““(E) EMERGENCY COVERAGE.—Coverage of
emergency services, including—

(i) the appropriate use of emergency services,
including use of the 911 telephone system or its
local equivalent in emergency situations and an
explanation of what constitutes an emergency
situation;
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““(ii) the process and procedures of the plan
for obtaining emergency services; and

““(iii) the locations of (1) emergency depart-
ments, and (Il) other settings, in which plan
physicians and hospitals provide emergency
services and post-stabilization care.

““(F) SUPPLEMENTAL BENEFITS.—Supplemental
benefits available from the organization offering
the plan, including—

““(i) whether the supplemental benefits are op-
tional,

(i) the supplemental benefits covered, and

““(iii) the Medicare+Choice monthly supple-
mental beneficiary premium for the supple-
mental benefits.

““(G) PRIOR AUTHORIZATION RULES.—Rules re-
garding prior authorization or other review re-
quirements that could result in nonpayment.

“(H) PLAN GRIEVANCE AND APPEALS PROCE-
DURES.—AII plan appeal or grievance rights and
procedures.

“(1) QUALITY ASSURANCE PROGRAM.—A de-
scription of the organization’s quality assurance
program under subsection (e).

““(2) DISCLOSURE UPON REQUEST.—Upon re-
quest of a Medicare+Choice eligible individual,
a Medicare+Choice organization must provide
the following information to such individual:

“(A) The general coverage information and
general comparative plan information made
available under clauses (i) and (ii) of section
1851(d)(2)(A).

“(B) Information on procedures used by the
organization to control utilization of services
and expenditures.

““(C) Information on the number of grievances,
redeterminations, and appeals and on the dis-
position in the aggregate of such matters.

“(D) An overall summary description as to the
method of compensation of participating physi-
cians.

““(d) ACCESS TO SERVICES.—

““(1) IN GENERAL.—A Medicare+Choice organi-
zation offering a Medicare+Choice plan may se-
lect the providers from whom the benefits under
the plan are provided so long as—

“(A) the organization makes such benefits
available and accessible to each individual
electing the plan within the plan service area
with reasonable promptness and in a manner
which assures continuity in the provision of
benefits;

““(B) when medically necessary the organiza-
tion makes such benefits available and acces-
sible 24 hours a day and 7 days a week;

““(C) the plan provides for reimbursement with
respect to services which are covered under sub-
paragraphs (A) and (B) and which are provided
to such an individual other than through the
organization, if—

““(i) the services were not emergency services
(as defined in paragraph (3)), but (1) the serv-
ices were medically necessary and immediately
required because of an unforeseen illness, in-
jury, or condition, and (Il) it was not reason-
able given the circumstances to obtain the serv-
ices through the organization,

““(ii) the services were renal dialysis services
and were provided other than through the orga-
nization because the individual was temporarily
out of the plan’s service area, or

““(iii) the services are maintenance care or
post-stabilization care covered under the guide-
lines established under paragraph (2);

‘(D) the organization provides access to ap-
propriate providers, including credentialed spe-
cialists, for medically necessary treatment and
services; and

““(E) coverage is provided for emergency serv-
ices (as defined in paragraph (3)) without re-
gard to prior authorization or the emergency
care provider’s contractual relationship with the
organization.

““(2) GUIDELINES RESPECTING COORDINATION OF
POST-STABILIZATION CARE.—A Medicare+Choice
plan shall comply with such guidelines as the
Secretary may prescribe relating to promoting
efficient and timely coordination of appropriate
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maintenance and post-stabilization care of an
enrollee after the enrollee has been determined
to be stable under section 1867.

““(3) DEFINITION OF EMERGENCY SERVICES.—In
this subsection—

““(A) IN GENERAL.—The term ‘emergency serv-
ices’ means, with respect to an individual en-
rolled with an organization, covered inpatient
and outpatient services that—

‘(i) are furnished by a provider that is quali-
fied to furnish such services under this title, and

““(ii) are needed to evaluate or stabilize an
emergency medical condition (as defined in sub-
paragraph (B)).

““(B) EMERGENCY MEDICAL CONDITION BASED
ON PRUDENT LAYPERSON.—The term ‘emergency
medical condition” means a medical condition
manifesting itself by acute symptoms of suffi-
cient severity (including severe pain) such that
a prudent layperson, who possesses an average
knowledge of health and medicine, could rea-
sonably expect the absence of immediate medical
attention to result in—

‘(i) placing the health of the individual (or,
with respect to a pregnant woman, the health of
the woman or her unborn child) in serious jeop-
ardy,

““(ii) serious impairment to bodily functions,
or

““(iii) serious dysfunction of any bodily organ
or part.

““(4) ASSURING ACCESS TO SERVICES IN
MEDICARE+CHOICE  PRIVATE FEE-FOR-SERVICE
PLANS.—In addition to any other requirements
under this part, in the <case of a
Medicare+Choice private fee-for-service plan,
the organization offering the plan must dem-
onstrate to the Secretary that the organization
has sufficient number and range of health care
professionals and providers willing to provide
services under the terms of the plan. The Sec-
retary shall find that an organization has met
such requirement with respect to any category
of health care professional or provider if, with
respect to that category of provider—

“(A) the plan has established payment rates
for covered services furnished by that category
of provider that are not less than the payment
rates provided for under part A, part B, or both,
for such services, or

“(B) the plan has contracts or agreements
with a sufficient number and range of providers
within such category to provide covered services
under the terms of the plan, or a combination of
both.

The previous sentence shall not be construed as
restricting the persons from whom enrollees
under such a plan may obtain covered benefits.

‘() QUALITY ASSURANCE PROGRAM.—

“(1) IN GENERAL.—Each Medicare+Choice or-
ganization must have arrangements, consistent
with any regulation, for an ongoing quality as-
surance program for health care services it pro-
vides to individuals enrolled with
Medicare+Choice plans of the organization.

““(2) ELEMENTS OF PROGRAM.—

““(A) IN GENERAL.—The quality assurance pro-
gram of an organization with respect to a
Medicare+Choice plan (other than a
Medicare+Choice private fee-for-service plan or
a non-network MSA plan) it offers shall—

““(i) stress health outcomes and provide for the
collection, analysis, and reporting of data (in
accordance with a quality measurement system
that the Secretary recognizes) that will permit
measurement of outcomes and other indices of
the quality of Medicare+Choice plans and orga-
nizations;

““(ii) monitor and evaluate high volume and
high risk services and the care of acute and
chronic conditions;

“(iii) evaluate the continuity and coordina-
tion of care that enrollees receive;

““(iv) be evaluated on an ongoing basis as to
its effectiveness;

““(v) include measures of consumer satisfac-
tion;
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““(vi) provide the Secretary with such access to
information collected as may be appropriate to
monitor and ensure the quality of care provided
under this part;

““(vii) provide review by physicians and other
health care professionals of the process followed
in the provision of such health care services;

““(viii) provide for the establishment of written
protocols for utilization review, based on cur-
rent standards of medical practice;

““(ix) have mechanisms to detect both under-
utilization and overutilization of services;

““(x) after identifying areas for improvement,
establish or alter practice parameters;

““(xi) take action to improve quality and as-
sesses the effectiveness of such action through
systematic followup; and

““(xii) make available information on quality
and outcomes measures to facilitate beneficiary
comparison and choice of health coverage op-
tions (in such form and on such quality and
outcomes measures as the Secretary determines
to be appropriate).

““(B) ELEMENTS OF PROGRAM FOR ORGANIZA-
TIONS OFFERING MEDICARE+CHOICE PRIVATE FEE-
FOR-SERVICE PLANS AND NON-NETWORK MSA
PLANS.—The quality assurance program of an
organization with respect to a Medicare+Choice
private fee-for-service plan or a non-network
MSA plan it offers shall—

“(i) meet the requirements of clauses (i)
through (vi) of subparagraph (A);

““(ii) insofar as it provides for the establish-
ment of written protocols for utilization review,
base such protocols on current standards of
medical practice; and

““(iii) have mechanisms to evaluate utilization
of services and inform providers and enrollees of
the results of such evaluation.

‘“(C) DEFINITION OF NON-NETWORK MSA
PLAN.—INn this subsection, the term ‘non-net-
work MSA plan’ means an MSA plan offered by
a Medicare+Choice organization that does not
provide benefits required to be provided by this
part, in whole or in part, through a defined set
of providers under contract, or under another
arrangement, with the organization.

“(3) EXTERNAL REVIEW.—

““(A) IN GENERAL.—Each Medicare+Choice or-
ganization shall, for each Medicare+Choice
plan it operates, have an agreement with an
independent quality review and improvement or-
ganization approved by the Secretary to perform
functions of the type described in sections
1154(a)(4)(B) and 1154(a)(14) with respect to
services furnished by Medicare+Choice plans for
which payment is made under this title. The
previous sentence shall not apply to a
Medicare+Choice private fee-for-service plan or
a non-network MSA plan that does not employ
utilization review.

““(B) NONDUPLICATION OF ACCREDITATION.—
Except in the case of the review of quality com-
plaints, and consistent with subparagraph (C),
the Secretary shall ensure that the external re-
view activities conducted under subparagraph
(A) are not duplicative of review activities con-
ducted as part of the accreditation process.

““(C) WAIVER AUTHORITY.—The Secretary may
waive the requirement described in subpara-
graph (A) in the case of an organization if the
Secretary determines that the organization has
consistently maintained an excellent record of
quality assurance and compliance with other re-
quirements under this part.

‘‘(4) TREATMENT OF ACCREDITATION.—The Sec-
retary shall provide that a Medicare+Choice or-
ganization is deemed to meet requirements of
paragraphs (1) and (2) of this subsection and
subsection (h) (relating to confidentiality and
accuracy of enrollee records) if the organization
is accredited (and periodically reaccredited) by
a private organization under a process that the
Secretary has determined assures that the orga-
nization, as a condition of accreditation, applies
and enforces standards with respect to the re-
quirements involved that are no less stringent
than the standards established under section
1856 to carry out the respective requirements.
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“(f) GRIEVANCE MECHANISM.—Each
Medicare+Choice organization must provide
meaningful procedures for hearing and resolv-
ing grievances between the organization (in-
cluding any entity or individual through which
the organization provides health care services)
and enrollees with Medicare+Choice plans of
the organization under this part.

““(g) COVERAGE DETERMINATIONS, RECONSID-
ERATIONS, AND APPEALS.—

‘(1) DETERMINATIONS BY ORGANIZATION.—

“(A) IN GENERAL.—A Medicare+Choice orga-
nization shall have a procedure for making de-
terminations regarding whether an individual
enrolled with the plan of the organization under
this part is entitled to receive a health service
under this section and the amount (if any) that
the individual is required to pay with respect to
such service. Subject to paragraph (3), such pro-
cedures shall provide for such determination to
be made on a timely basis.

““(B) EXPLANATION OF DETERMINATION.—Such
a determination that denies coverage, in whole
in part, shall be in writing and shall include a
statement in understandable language of the
reasons for the denial and a description of the
reconsideration and appeals processes.

““(2) RECONSIDERATIONS.—

“(A) IN GENERAL.—The organization shall
provide for reconsideration of a determination
described in paragraph (1)(B) upon request by
the enrollee involved. The reconsideration shall
be within a time period specified by the Sec-
retary, but shall be made, subject to paragraph
(3), not later than 60 days after the date of the
receipt of the request for reconsideration.

““(B) PHYSICIAN DECISION ON CERTAIN RECON-
SIDERATIONS.—A reconsideration relating to a
determination to deny coverage based on a lack
of medical necessity shall be made only by a
physician with appropriate expertise in the field
of medicine which necessitates treatment who is
other than a physician involved in the initial
determination.

““(3) EXPEDITED DETERMINATIONS AND RECON-
SIDERATIONS.—

““(A) RECEIPT OF REQUESTS.—

““(i) ENROLLEE REQUESTS.—AN enrollee in a
Medicare+Choice plan may request, either in
writing or orally, an expedited determination
under paragraph (1) or an expedited reconsider-
ation under paragraph 2) by  the
Medicare+Choice organization.

““(if) PHYSICIAN REQUESTS.—A physician, re-
gardless whether the physician is affiliated with
the organization or not, may request, either in
writing or orally, such an expedited determina-
tion or reconsideration.

““(B) ORGANIZATION PROCEDURES.—

“(i) IN GENERAL.—The Medicare+Choice orga-
nization shall maintain procedures for expedit-
ing organization determinations and reconsider-
ations when, upon request of an enrollee, the
organization determines that the application of
the normal time frame for making a determina-
tion (or a reconsideration involving a deter-
mination) could seriously jeopardize the life or
health of the enrollee or the enrollee’s ability to
regain maximum function.

““(ii) EXPEDITION REQUIRED FOR PHYSICIAN RE-
QUESTS.—In the case of a request for an expe-
dited determination or reconsideration made
under subparagraph (A)(ii), the organization
shall expedite the determination or reconsider-
ation if the request indicates that the applica-
tion of the normal time frame for making a de-
termination (or a reconsideration involving a
determination) could seriously jeopardize the
life or health of the enrollee or the enrollee’s
ability to regain maximum function.

““(iii) TIMELY RESPONSE.—In cases described in
clauses (i) and (ii), the organization shall notify
the enrollee (and the physician involved, as ap-
propriate) of the determination or reconsider-
ation under time limitations established by the
Secretary, but not later than 72 hours of the
time of receipt of the request for the determina-
tion or reconsideration (or receipt of the infor-
mation necessary to make the determination or
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reconsideration), or such longer period as the
Secretary may permit in specified cases.

““(4) INDEPENDENT REVIEW OF CERTAIN COV-
ERAGE DENIALS.—The Secretary shall contract
with an independent, outside entity to review
and resolve in a timely manner reconsiderations
that affirm denial of coverage, in whole or in
part.

“(5)  APPEALS.—AN enrollee  with a
Medicare+Choice plan of a Medicare+Choice or-
ganization under this part who is dissatisfied by
reason of the enrollee’s failure to receive any
health service to which the enrollee believes the
enrollee is entitled and at no greater charge
than the enrollee believes the enrollee is re-
quired to pay is entitled, if the amount in con-
troversy is $100 or more, to a hearing before the
Secretary to the same extent as is provided in
section 205(b), and in any such hearing the Sec-
retary shall make the organization a party. If
the amount in controversy is $1,000 or more, the
individual or organization shall, upon notifying
the other party, be entitled to judicial review of
the Secretary’s final decision as provided in sec-
tion 205(g), and both the individual and the or-
ganization shall be entitled to be parties to that
judicial review. In applying subsections (b) and
(g) of section 205 as provided in this paragraph,
and in applying section 205(1) thereto, any ref-
erence therein to the Commissioner of Social Se-
curity or the Social Security Administration
shall be considered a reference to the Secretary
or the Department of Health and Human Serv-
ices, respectively.

““(h) CONFIDENTIALITY AND ACCURACY OF EN-
ROLLEE RECORDS.—Insofar as a
Medicare+Choice organization maintains medi-
cal records or other health information regard-

ing enrollees under this part, the
Medicare+Choice organization shall establish
procedures—

““(1) to safeguard the privacy of any individ-
ually identifiable enrollee information;

““(2) to maintain such records and information
in a manner that is accurate and timely, and

““(3) to assure timely access of enrollees to
such records and information.

““(i) INFORMATION ON ADVANCE DIRECTIVES.—
Each Medicare+Choice organization shall meet
the requirement of section 1866(f) (relating to
maintaining written policies and procedures re-
specting advance directives).

““(J) RULES REGARDING PROVIDER PARTICIPA-
TION.—

“1) PROCEDURES.—Insofar as a
Medicare+Choice organization offers benefits
under a Medicare+Choice plan through agree-
ments with physicians, the organization shall
establish reasonable procedures relating to the
participation (under an agreement between a
physician and the organization) of physicians
under such a plan. Such procedures shall in-
clude—

“(A) providing notice of the rules regarding
participation,

““(B) providing written notice of participation
decisions that are adverse to physicians, and

““(C) providing a process within the organiza-
tion for appealing such adverse decisions, in-
cluding the presentation of information and
views of the physician regarding such decision.

““(2) CONSULTATION IN MEDICAL POLICIES.—A
Medicare+Choice organization shall consult
with physicians who have entered into partici-
pation agreements with the organization regard-
ing the organization’s medical policy, quality,
and medical management procedures.

““(3) PROHIBITING INTERFERENCE WITH PRO-
VIDER ADVICE TO ENROLLEES.—

““(A) IN GENERAL.—Subject to subparagraphs
(B) and (C), a Medicare+Choice organization
(in relation to an individual enrolled under a
Medicare+Choice plan offered by the organiza-
tion under this part) shall not prohibit or other-
wise restrict a covered health care professional
(as defined in subparagraph (D)) from advising
such an individual who is a patient of the pro-
fessional about the health status of the individ-
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ual or medical care or treatment for the individ-
ual’s condition or disease, regardless of whether
benefits for such care or treatment are provided
under the plan, if the professional is acting
within the lawful scope of practice.

‘“(B) CONSCIENCE PROTECTION.—Subparagraph
(A) shall not be construed as requiring a
Medicare+Choice plan to provide, reimburse for,
or provide coverage of a counseling or referral
service if the Medicare+Choice organization of-
fering the plan—

‘“(i) objects to the provision of such service on
moral or religious grounds; and

“(ii) in the manner and through the written
instrumentalities such Medicare+Choice organi-
zation deems appropriate, makes available infor-
mation on its policies regarding such service to
prospective enrollees before or during enrollment
and to enrollees within 90 days after the date
that the organization or plan adopts a change
in policy regarding such a counseling or referral
service.

““(C) CONSTRUCTION.—Nothing in subpara-
graph (B) shall be construed to affect disclosure
requirements under State law or under the Em-
ployee Retirement Income Security Act of 1974,

‘(D) HEALTH CARE PROFESSIONAL DEFINED.—
For purposes of this paragraph, the term ‘health
care professional’ means a physician (as defined
in section 1861(r)) or other health care profes-
sional if coverage for the professional’s services
is provided under the Medicare+Choice plan for
the services of the professional. Such term in-
cludes a podiatrist, optometrist, chiropractor,
psychologist, dentist, physician assistant, phys-
ical or occupational therapist and therapy as-
sistant, speech-language pathologist,
audiologist, registered or licensed practical
nurse (including nurse practitioner, clinical
nurse specialist, certified registered nurse anes-
thetist, and certified nurse-midwife), licensed
certified social worker, registered respiratory

therapist, and certified respiratory therapy
technician.

““(4) LIMITATIONS ON PHYSICIAN INCENTIVE
PLANS.—

““(A) IN GENERAL.—No Medicare+Choice orga-
nization may operate any physician incentive
plan (as defined in subparagraph (B)) unless
the following requirements are met:

“(i) No specific payment is made directly or
indirectly under the plan to a physician or phy-
sician group as an inducement to reduce or limit
medically necessary services provided with re-
spect to a specific individual enrolled with the
organization.

““(ii) If the plan places a physician or physi-
cian group at substantial financial risk (as de-
termined by the Secretary) for services not pro-
vided by the physician or physician group, the
organization—

“(1) provides stop-loss protection for the phy-
sician or group that is adequate and appro-
priate, based on standards developed by the Sec-
retary that take into account the number of
physicians placed at such substantial financial
risk in the group or under the plan and the
number of individuals enrolled with the organi-
zation who receive services from the physician
or group, and

“(I1) conducts periodic surveys of both indi-
viduals enrolled and individuals previously en-
rolled with the organization to determine the de-
gree of access of such individuals to services
provided by the organization and satisfaction
with the quality of such services.

““(iii) The organization provides the Secretary
with descriptive information regarding the plan,
sufficient to permit the Secretary to determine
whether the plan is in compliance with the re-
quirements of this subparagraph.

““(B) PHYSICIAN INCENTIVE PLAN DEFINED.—InN
this paragraph, the term ‘physician incentive
plan’ means any compensation arrangement be-
tween a Medicare+Choice organization and a
physician or physician group that may directly
or indirectly have the effect of reducing or limit-
ing services provided with respect to individuals
enrolled with the organization under this part.
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““(5) LIMITATION ON PROVIDER INDEMNIFICA-
TION.—A Medicare+Choice organization may
not provide (directly or indirectly) for a health
care professional, provider of services, or other
entity providing health care services (or group
of such professionals, providers, or entities) to
indemnify the organization against any liability
resulting from a civil action brought for any
damage caused to an enrollee with a
Medicare+Choice plan of the organization
under this part by the organization’s denial of
medically necessary care.

‘“(6) SPECIAL RULES FOR MEDICARE+CHOICE
PRIVATE FEE-FOR-SERVICE PLANS.—FoOr purposes
of applying this part (including subsection
(k)(1)) and section 1866(a)(1)(0O), a hospital (or
other provider of services), a physician or other
health care professional, or other entity furnish-
ing health care services is treated as having an
agreement or contract in effect with a
Medicare+Choice organization (with respect to
an individual enrolled in a Medicare+Choice
private fee-for-service plan it offers), if—

““(A) the provider, professional, or other entity
furnishes services that are covered under the
plan to such an enrollee; and

““(B) before providing such services, the pro-
vider, professional, or other entity —

““(i) has been informed of the individual’s en-
rollment under the plan, and

““(ii) either—

“(1) has been informed of the terms and condi-
tions of payment for such services under the
plan, or

“(11) is given a reasonable opportunity to ob-

tain information concerning such terms and
conditions, in a manner reasonably designed to
effect informed agreement by a provider.
The previous sentence shall only apply in the
absence of an explicit agreement between such a
provider, professional, or other entity and the
Medicare+Choice organization.

““(k) TREATMENT OF SERVICES FURNISHED BY
CERTAIN PROVIDERS.—

““(1) IN GENERAL.—Except as provided in para-
graph (2), a physician or other entity (other
than a provider of services) that does not have
a contract establishing payment amounts for
services furnished to an individual enrolled
under this part with a Medicare+Choice organi-
zation described in section 1851(a)(2)(A) shall
accept as payment in full for covered services
under this title that are furnished to such an in-
dividual the amounts that the physician or
other entity could collect if the individual were
not so enrolled. Any penalty or other provision
of law that applies to such a payment with re-
spect to an individual entitled to benefits under
this title (but not enrolled with a
Medicare+Choice organization under this part)
also applies with respect to an individual so en-
rolled.

““(2) APPLICATION TO MEDICARE+CHOICE PRI-
VATE FEE-FOR-SERVICE PLANS.—

“(A)  BALANCE BILLING LIMITS UNDER
MEDICARE+CHOICE ~ PRIVATE FEE-FOR-SERVICE
PLANS IN CASE OF CONTRACT PROVIDERS.—

““(i) IN GENERAL.—In the case of an individual
enrolled in a Medicare+Choice private fee-for-
service plan under this part, a physician, pro-
vider of services, or other entity that has a con-
tract (including through the operation of sub-
section (j)(6)) establishing a payment rate for
services furnished to the enrollee shall accept as
payment in full for covered services under this
title that are furnished to such an individual an
amount not to exceed (including any
deductibles, coinsurance, copayments, or bal-
ance billing otherwise permitted under the plan)
an amount equal to 115 percent of such payment
rate.

“‘(il) PROCEDURES TO ENFORCE LIMITS.—The
Medicare+Choice organization that offers such
a plan shall establish procedures, similar to the
procedures described in section 1848(g)(1)(A), in
order to carry out the previous sentence.

““(iii)  ASSURING  ENFORCEMENT.—If  the
Medicare+Choice organization fails to establish
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and enforce procedures required under clause
(ii), the organization is subject to intermediate
sanctions under section 1857(g).

““(B) ENROLLEE LIABILITY FOR NONCONTRACT
PROVIDERS.—For provision—

‘(i) establishing minimum payment rate in the
case of noncontract providers under a
Medicare+Choice private fee-for-service plan,
see section 1852(a)(2); or

“(ii) limiting enrollee liability in the case of
covered services furnished by such providers, see
paragraph (1) and section 1866(a)(1)(O).

“(C) INFORMATION ON BENEFICIARY LIABIL-
ITY.—

“(i) IN GENERAL.—Each Medicare+Choice or-
ganization that offers a Medicare+Choice pri-
vate fee-for-service plan shall provide that en-
rollees under the plan who are furnished serv-
ices for which payment is sought under the plan
are provided an appropriate explanation of ben-
efits (consistent with that provided under parts
A and B and, if applicable, under medicare sup-
plemental policies) that includes a clear state-
ment of the amount of the enrollee’s liability
(including any liability for balance billing con-
sistent with this subsection) with respect to pay-
ments for such services.

“‘(ii) ADVANCE NOTICE BEFORE RECEIPT OF IN-
PATIENT HOSPITAL SERVICES AND CERTAIN OTHER
SERVICES.—In addition, such organization shall,
in its terms and conditions of payments to hos-
pitals for inpatient hospital services and for
other services identified by the Secretary for
which the amount of the balancing billing under
subparagraph (A) could be substantial, require
the hospital to provide to the enrollee, before
furnishing such services and if the hospital im-
poses balance billing under subparagraph (A)—

“(1) notice of the fact that balance billing is
permitted under such subparagraph for such
services, and

“(I1) a good faith estimate of the likely
amount of such balance billing (if any), with re-
spect to such services, based upon the present-
ing condition of the enrollee.

“PAYMENTS TO MEDICARE+CHOICE
ORGANIZATIONS

““‘SEC. (@) PAYMENTS TO ORGANIZA-
TIONS.—

““(1) MONTHLY PAYMENTS.—

“(A) IN GENERAL.—Under a contract under
section 1857 and subject to subsections (e) and
(f) and section 1859(e)(4), the Secretary shall
make monthly payments under this section in
advance to each Medicare+Choice organization,
with respect to coverage of an individual under
this part in a Medicare+Choice payment area
for a month, in an amount equal to %2 of the
annual Medicare+Choice capitation rate (as cal-
culated under subsection (c)) with respect to
that individual for that area, adjusted for such
risk factors as age, disability status, gender, in-
stitutional status, and such other factors as the
Secretary determines to be appropriate, so as to
ensure actuarial equivalence. The Secretary
may add to, modify, or substitute for such fac-
tors, if such changes will improve the deter-
mination of actuarial equivalence.

““(B) SPECIAL RULE FOR END-STAGE RENAL DIS-
EASE.—The Secretary shall establish separate
rates of payment to a Medicare+Choice organi-
zation with respect to classes of individuals de-
termined to have end-stage renal disease and
enrolled in a Medicare+Choice plan of the orga-
nization. Such rates of payment shall be actu-
arially equivalent to rates paid to other enroll-
ees in the Medicare+Choice payment area (or
such other area as specified by the Secretary).
In accordance with regulations, the Secretary
shall provide for the application of the seventh
sentence of section 1881(b)(7) to payments under
this section covering the provision of renal dial-
ysis treatment in the same manner as such sen-
tence applies to composite rate payments de-
scribed in such sentence.

““(2) ADJUSTMENT TO REFLECT NUMBER OF EN-
ROLLEES.—
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“(A) IN GENERAL.—The amount of payment
under this subsection may be retroactively ad-
justed to take into account any difference be-
tween the actual number of individuals enrolled
with an organization under this part and the
number of such individuals estimated to be so
enrolled in determining the amount of the ad-
vance payment.

““(B) SPECIAL RULE FOR CERTAIN ENROLLEES.—

“(i) IN GENERAL.—Subject to clause (ii), the
Secretary may make retroactive adjustments
under subparagraph (A) to take into account in-
dividuals enrolled during the period beginning
on the date on which the individual enrolls with
a Medicare+Choice organization under a plan
operated, sponsored, or contributed to by the in-
dividual’s employer or former employer (or the
employer or former employer of the individual’s
spouse) and ending on the date on which the in-
dividual is enrolled in the organization under
this part, except that for purposes of making
such retroactive adjustments under this sub-
paragraph, such period may not exceed 90 days.

(i) EXCEPTION.—No adjustment may be made
under clause (i) with respect to any individual
who does not certify that the organization pro-
vided the individual with the disclosure state-
ment described in section 1852(c) at the time the
individual enrolled with the organization.

““(3) ESTABLISHMENT OF RISK ADJUSTMENT FAC-
TORS.—

““(A) REPORT.—The Secretary shall develop,
and submit to Congress by not later than March
1, 1999, a report on the method of risk adjust-
ment of payment rates under this section, to be
implemented under subparagraph (C), that ac-
counts for variations in per capita costs based
on health status. Such report shall include an
evaluation of such method by an outside, inde-
pendent actuary of the actuarial soundness of
the proposal.

‘“(B) DATA COLLECTION.—In order to carry out
this paragraph, the Secretary shall require
Medicare+Choice organizations (and eligible or-
ganizations with risk-sharing contracts under
section 1876) to submit data regarding inpatient
hospital services for periods beginning on or
after July 1, 1997, and data regarding other
services and other information as the Secretary
deems necessary for periods beginning on or
after July 1, 1998. The Secretary may not require
an organization to submit such data before Jan-
uary 1, 1998.

““(C) INITIAL IMPLEMENTATION.—The Secretary
shall first provide for implementation of a risk
adjustment methodology that accounts for vari-
ations in per capita costs based on health status
and other demographic factors for payments by
no later than January 1, 2000.

““(D) UNIFORM APPLICATION TO ALL TYPES OF
PLANS.—Subject to section 1859(e)(4), the meth-
odology shall be applied uniformly without re-
gard to the type of plan.

““(b) ANNUAL ANNOUNCEMENT OF PAYMENT
RATES.—

““(1) ANNUAL ANNOUNCEMENT.—The Secretary
shall annually determine, and shall announce
(in a manner intended to provide notice to inter-
ested parties) not later than March 1 before the
calendar year concerned—

““(A) the annual Medicare+Choice capitation
rate for each Medicare+Choice payment area for
the year, and

““(B) the risk and other factors to be used in
adjusting such rates under subsection (a)(1)(A)
for payments for months in that year.

““(2) ADVANCE NOTICE OF METHODOLOGICAL
CHANGES.—At least 45 days before making the
announcement under paragraph (1) for a year,
the Secretary shall provide for notice to
Medicare+Choice organizations of proposed
changes to be made in the methodology from the
methodology and assumptions used in the pre-
vious announcement and shall provide such or-
ganizations an opportunity to comment on such
proposed changes.

“(3) EXPLANATION OF ASSUMPTIONS.—In each
announcement made under paragraph (1), the
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Secretary shall include an explanation of the
assumptions and changes in methodology used
in the announcement in sufficient detail so that
Medicare+Choice organizations can compute
monthly adjusted Medicare+Choice capitation
rates for individuals in each Medicare+Choice
payment area which is in whole or in part with-
in the service area of such an organization.

““(c) CALCULATION OF ANNUAL
MEDICARE+CHOICE CAPITATION RATES.—

““(1) IN GENERAL.—For purposes of this part,
subject to paragraphs (6)(C) and (7), each an-
nual Medicare+Choice capitation rate, for a
Medicare+Choice payment area for a contract
year consisting of a calendar year, is equal to
the largest of the amounts specified in the fol-
lowing subparagraph (A), (B), or (C):

““(A) BLENDED CAPITATION RATE.—The sum

of:

‘(i) the area-specific percentage (as specified
under paragraph (2) for the year) of the annual
area-specific Medicare+Choice capitation rate
for the Medicare+Choice payment area, as de-
termined under paragraph (3) for the year, and

“(ii) the national percentage (as specified
under paragraph (2) for the year) of the input-
price-adjusted annual national
Medicare+Choice capitation rate, as determined
under paragraph (4) for the year,
multiplied by the budget neutrality adjustment
factor determined under paragraph (5).

““(B) MINIMUM AMOUNT.—12 multiplied by the
following amount:

“(i) For 1998, $367 (but not to exceed, in the
case of an area outside the 50 States and the
District of Columbia, 150 percent of the annual
per capita rate of payment for 1997 determined
under section 1876(a)(1)(C) for the area).

“(ii) For a succeeding year, the minimum
amount specified in this clause (or clause (i)) for
the preceding year increased by the national per
capita Medicare+Choice growth percentage, de-
scribed in paragraph (6)(A) for that succeeding
year.

““(C) MINIMUM PERCENTAGE INCREASE.—

“(i) For 1998, 102 percent of the annual per
capita rate of payment for 1997 determined
under section 1876(a)(1)(C) for the
Medicare+Choice payment area.

““(ii) For a subsequent year, 102 percent of the
annual Medicare+Choice capitation rate under
this paragraph for the area for the previous
year.

““(2) AREA-SPECIFIC AND NATIONAL PERCENT-
AGES.—For purposes of paragraph (1)(A)—

““(A) for 1998, the ‘area-specific percentage’ is
90 percent and the ‘national percentage’ is 10
percent,

““(B) for 1999, the ‘area-specific percentage’ is
82 percent and the ‘national percentage’ is 18
percent,

““(C) for 2000, the ‘area-specific percentage’ is
74 percent and the ‘national percentage’ is 26
percent,

‘(D) for 2001, the ‘area-specific percentage’ is
66 percent and the ‘national percentage’ is 34
percent,

“(E) for 2002, the ‘area-specific percentage’ is
58 percent and the ‘national percentage’ is 42
percent, and

“(F) for a year after 2002, the ‘area-specific
percentage’ is 50 percent and the ‘national per-
centage’ is 50 percent.

““(3) ANNUAL AREA-SPECIFIC MEDICARE+CHOICE
CAPITATION RATE.—

““(A) IN GENERAL.—For purposes of paragraph
(1)(A), subject to subparagraph (B), the annual
area-specific Medicare+Choice capitation rate
for a Medicare+Choice payment area—

““(i) for 1998 is, subject to subparagraph (D),
the annual per capita rate of payment for 1997
determined under section 1876(a)(1)(C) for the
area, increased by the national per capita
Medicare+Choice growth percentage for 1998
(described in paragraph (6)(A)); or

““(ii) for a subsequent year is the annual area-
specific Medicare+Choice capitation rate for the
previous year determined under this paragraph
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for the area, increased by the national per cap-
ita Medicare+Choice growth percentage for such
subsequent year.

““(B) REMOVAL OF MEDICAL EDUCATION FROM
CALCULATION OF ADJUSTED AVERAGE PER CAPITA
COST.—

“(i) IN GENERAL.—INn determining the area-
specific Medicare+Choice capitation rate under
subparagraph (A) for a year (beginning with
1998), the annual per capita rate of payment for
1997 determined under section 1876(a)(1)(C) shall
be adjusted to exclude from the rate the applica-
ble percent (specified in clause (ii)) of the pay-
ment adjustments described in subparagraph
©).

““(ii) APPLICABLE PERCENT.—For purposes of
clause (i), the applicable percent for—

““(1) 1998 is 20 percent,

““(11) 1999 is 40 percent,

““(111) 2000 is 60 percent,

“(1V) 2001 is 80 percent, and

““(V) a succeeding year is 100 percent.

““(C) PAYMENT ADJUSTMENT.—

“(i) IN GENERAL.—Subject to clause (ii), the
payment adjustments described in this subpara-
graph are payment adjustments which the Sec-
retary estimates were payable during 1997—

““(1) for the indirect costs of medical education
under section 1886(d)(5)(B), and

“(I1) for direct graduate medical education
costs under section 1886(h).

“(ii) TREATMENT OF PAYMENTS COVERED
UNDER STATE HOSPITAL REIMBURSEMENT SYS-
TEM.—To the extent that the Secretary estimates
that an annual per capita rate of payment for
1997 described in clause (i) reflects payments to
hospitals reimbursed under section 1814(b)(3),
the Secretary shall estimate a payment adjust-
ment that is comparable to the payment adjust-
ment that would have been made under clause
(i) if the hospitals had not been reimbursed
under such section.

““(D) TREATMENT OF AREAS WITH HIGHLY VARI-
ABLE PAYMENT RATES.—In the case of a
Medicare+Choice payment area for which the
annual per capita rate of payment determined
under section 1876(a)(1)(C) for 1997 varies by
more than 20 percent from such rate for 1996, for
purposes of this subsection the Secretary may
substitute for such rate for 1997 a rate that is
more representative of the costs of the enrollees
in the area.

““(4) INPUT-PRICE-ADJUSTED ANNUAL NATIONAL
MEDICARE+CHOICE CAPITATION RATE.—

““(A) IN GENERAL.—For purposes of paragraph
(1)(A), the input-price-adjusted annual national
Medicare+Choice capitation rate for a
Medicare+Choice payment area for a year is
equal to the sum, for all the types of medicare
services (as classified by the Secretary), of the
product (for each such type of service) of—

“(i) the national standardized annual
Medicare+Choice capitation rate (determined
under subparagraph (B)) for the year,

““(ii) the proportion of such rate for the year
which is attributable to such type of services,
and

“(iii) an index that reflects (for that year and

that type of services) the relative input price of
such services in the area compared to the na-
tional average input price of such services.
In applying clause (iii), the Secretary may, sub-
ject to subparagraph (C), apply those indices
under this title that are used in applying (or up-
dating) national payment rates for specific
areas and localities.

““(B) NATIONAL  STANDARDIZED  ANNUAL
MEDICARE+CHOICE CAPITATION RATE.—In sub-
paragraph (A)(i), the ‘national standardized an-
nual Medicare+Choice capitation rate’ for a
year is equal to—

“(i) the sum (for all Medicare+Choice pay-
ment areas) of the product of—

“m the annual area-specific
Medicare+Choice capitation rate for that year
for the area under paragraph (3), and

“(I1) the average number of medicare bene-
ficiaries residing in that area in the year, multi-
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plied by the average of the risk factor weights
used to adjust payments under subsection
(@)(1)(A) for such beneficiaries in such area; di-
vided by

““(ii) the sum of the products described in
clause (i)(11) for all areas for that year.

““(C) SPECIAL RULES FOR 1998.—In applying
this paragraph for 1998—

‘(i) medicare services shall be divided into 2
types of services: part A services and part B
services;

‘“(if) the proportions described in subpara-
graph (A)(ii)—

““(I) for part A services shall be the ratio (ex-
pressed as a percentage) of the national average
annual per capita rate of payment for part A for
1997 to the total national average annual per
capita rate of payment for parts A and B for
1997, and

“(I1) for part B services shall be 100 percent
minus the ratio described in subclause (I);

““(iii) for part A services, 70 percent of pay-
ments attributable to such services shall be ad-
justed by the index used under section
1886(d)(3)(E) to adjust payment rates for relative
hospital wage levels for hospitals located in the
payment area involved;

““(iv) for part B services—

“(l) 66 percent of payments attributable to
such services shall be adjusted by the index of
the geographic area factors under section
1848(e) used to adjust payment rates for physi-
cians’ services furnished in the payment area,
and

“(I1) of the remaining 34 percent of the
amount of such payments, 40 percent shall be
adjusted by the index described in clause (iii);
and

““(v) the index values shall be computed based
only on the beneficiary population who are 65
years of age or older and who are not deter-
mined to have end stage renal disease.

The Secretary may continue to apply the rules
described in this subparagraph (or similar rules)
for 1999.

““(5) PAYMENT ADJUSTMENT BUDGET NEUTRAL-
ITY FACTOR.—For purposes of paragraph (1)(A),
for each year, the Secretary shall determine a
budget neutrality adjustment factor so that the
aggregate of the payments under this part shall
equal the aggregate payments that would have
been made under this part if payment were
based entirely on area-specific capitation rates.

““(6) NATIONAL PER CAPITA MEDICARE+CHOICE
GROWTH PERCENTAGE DEFINED.—

“(A) IN GENERAL.—In this part, the ‘national
per capita Medicare+Choice growth percentage’
for a year is the percentage determined by the
Secretary, by March 1st before the beginning of
the year involved, to reflect the Secretary’s esti-
mate of the projected per capita rate of growth
in expenditures under this title for an individ-
ual entitled to benefits under part A and en-
rolled under part B, reduced by the number of
percentage points specified in subparagraph (B)
for the year. Separate determinations may be
made for aged enrollees, disabled enrollees, and
enrollees with end-stage renal disease.

““(B) ADJUSTMENT.—The number of percentage
points specified in this subparagraph is—

““(i) for 1998, 0.8 percentage points,

““(ii) for 1999, 0.5 percentage points,

““(iii) for 2000, 0.5 percentage points,

““(iv) for 2001, 0.5 percentage points,

““(v) for 2002, 0.5 percentage points, and

“(vi) for a year after 2002, 0 percentage
points.

““(C) ADJUSTMENT FOR OVER OR UNDER PROJEC-
TION OF NATIONAL PER CAPITA MEDICARE+CHOICE
GROWTH PERCENTAGE.—Beginning with rates
calculated for 1999, before computing rates for a
year as described in paragraph (1), the Sec-
retary shall adjust all area-specific and na-
tional Medicare+Choice capitation rates (and
beginning in 2000, the minimum amount) for the
previous year for the differences between the
projections of the national per capita
Medicare+Choice growth percentage for that
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year and previous years and the current esti-
mate of such percentage for such years.

““(7) ADJUSTMENT FOR NATIONAL COVERAGE DE-
TERMINATIONS.—If the Secretary makes a deter-
mination with respect to coverage under this
title that the Secretary projects will result in a
significant  increase in the costs to
Medicare+Choice of providing benefits under
contracts under this part (for periods after any
period described in section 1852(a)(5)), the Sec-
retary shall adjust appropriately the payments
to such organizations under this part.

““(d) MEDICARE+CHOICE PAYMENT AREA DE-
FINED.—

““(1) IN GENERAL.—InN this part, except as pro-
vided in paragraph ), the term
‘Medicare+Choice payment area’ means a coun-
ty, or equivalent area specified by the Secretary.

“(2) RULE FOR ESRD BENEFICIARIES.—INn the
case of individuals who are determined to have
end stage renal disease, the Medicare+Choice
payment area shall be a State or such other
payment area as the Secretary specifies.

““(3) GEOGRAPHIC ADJUSTMENT.—

“(A) IN GENERAL.—Upon written request of
the chief executive officer of a State for a con-
tract year (beginning after 1998) made by not
later than February 1 of the previous year, the
Secretary shall make a geographic adjustment to
a Medicare+Choice payment area in the State
otherwise determined under paragraph (1)—

“(i) to a single statewide Medicare+Choice
payment area,

“(if) to the metropolitan based system de-
scribed in subparagraph (C), or

“(iii) to consolidating into a single

Medicare+Choice payment area noncontiguous
counties (or equivalent areas described in para-
graph (1)) within a State.
Such adjustment shall be effective for payments
for months beginning with January of the year
following the year in which the request is re-
ceived.

“(B) BUDGET NEUTRALITY ADJUSTMENT.—In
the case of a State requesting an adjustment
under this paragraph, the Secretary shall ini-
tially (and annually thereafter) adjust the pay-
ment rates otherwise established under this sec-
tion for Medicare+Choice payment areas in the
State in a manner so that the aggregate of the
payments under this section in the State shall
not exceed the aggregate payments that would
have been made wunder this section for
Medicare+Choice payment areas in the State in
the absence of the adjustment under this para-
graph.

““(C) METROPOLITAN BASED SYSTEM.—The met-
ropolitan based system described in this sub-
paragraph is one in which—

““(i) all the portions of each metropolitan sta-
tistical area in the State or in the case of a con-
solidated metropolitan statistical area, all of the
portions of each primary metropolitan statistical
area within the consolidated area within the
State, are treated as a single Medicare+Choice
payment area, and

“(ii) all areas in the State that do not fall
within a metropolitan statistical area are treat-
ed as a single Medicare+Choice payment area.

‘(D) AReEAs.—In subparagraph (C), the terms
‘metropolitan statistical area’, ‘consolidated
metropolitan statistical area’, and ‘primary met-
ropolitan statistical area’ mean any area des-
ignated as such by the Secretary of Commerce.

‘“(e) SPECIAL RULES FOR INDIVIDUALS ELECT-
ING MSA PLANS.—

“(1) IN GENERAL.—If the amount of the
Medicare+Choice monthly MSA premium (as de-
fined in section 1854(b)(2)(C)) for an MSA plan
for a year is less than %12 of the annual
Medicare+Choice capitation rate applied under
this section for the area and year involved, the
Secretary shall deposit an amount equal to 100
percent of such difference in a Medicare+Choice
MSA established (and, if applicable, designated)
by the individual under paragraph (2).

““(2) ESTABLISHMENT AND DESIGNATION OF
MEDICARE+CHOICE MEDICAL SAVINGS ACCOUNT AS
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REQUIREMENT FOR PAYMENT OF CONTRIBUTION.—
In the case of an individual who has elected
coverage under an MSA plan, no payment shall
be made under paragraph (1) on behalf of an in-
dividual for a month unless the individual—

“(A) has established before the beginning of
the month (or by such other deadline as the Sec-
retary may specify) a Medicare+Choice MSA (as
defined in section 138(b)(2) of the Internal Reve-
nue Code of 1986), and

“(B) if the individual has established more
than one such Medicare+Choice MSA, has des-
ignated one of such accounts as the individual’s
Medicare+Choice MSA for purposes of this part.
Under rules under this section, such an individ-
ual may change the designation of such account
under subparagraph (B) for purposes of this
part.

““(8) LUMP-SUM DEPOSIT OF MEDICAL SAVINGS
ACCOUNT CONTRIBUTION.—In the case of an indi-
vidual electing an MSA plan effective beginning
with a month in a year, the amount of the con-
tribution to the Medicare+Choice MSA on be-
half of the individual for that month and all
successive months in the year shall be deposited
during that first month. In the case of a termi-
nation of such an election as of a month before
the end of a year, the Secretary shall provide
for a procedure for the recovery of deposits at-
tributable to the remaining months in the year.

“(f) PAYMENTS FROM TRUST FUND.—The pay-
ment to a Medicare+Choice organization under
this section for individuals enrolled under this
part with the organization and payments to a
Medicare+Choice MSA under subsection (e)(1)
shall be made from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund in such
proportion as the Secretary determines reflects
the relative weight that benefits under part A
and under part B represents of the actuarial
value of the total benefits under this title.
Monthly payments otherwise payable under this
section for October 2000 shall be paid on the
first business day of such month. Monthly pay-
ments otherwise payable under this section for
October 2001 shall be paid on the last business
day of September 2001. Monthly payments other-
wise payable under this section for October 2006
shall be paid on the first business day of Octo-
ber 2006.

““(g) SPECIAL RULE FOR CERTAIN INPATIENT
HosPITAL STAYs.—In the case of an individual
who is receiving inpatient hospital services from
a subsection (d) hospital (as defined in section
1886(d)(1)(B)) as of the effective date of the indi-
vidual’s—

“(1) election wunder this part of a
Medicare+Choice plan offered by a
Medicare+Choice organization—

“(A) payment for such services until the date
of the individual’s discharge shall be made
under this title through the Medicare+Choice
plan or the original medicare fee-for-service pro-
gram option described in section 1851(a)(1)(A)
(as the case may be) elected before the election
with such organization,

““(B) the elected organization shall not be fi-
nancially responsible for payment for such serv-
ices until the date after the date of the individ-
ual’s discharge, and

“(C) the organization shall nonetheless be
paid the full amount otherwise payable to the
organization under this part; or

““(2) termination of election with respect to a
Medicare+Choice organization under this part—

““(A) the organization shall be financially re-
sponsible for payment for such services after
such date and until the date of the individual’s
discharge,

“(B) payment for such services during the
stay shall not be made under section 1886(d) or
by any succeeding Medicare+Choice organiza-
tion, and

““(C) the terminated organization shall not re-
ceive any payment with respect to the individ-
ual under this part during the period the indi-
vidual is not enrolled.
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““(h) SPECIAL RULE FOR HOSPICE CARE.—

““(1) INFORMATION.—A contract under this
part shall require the Medicare+Choice organi-
zation to inform each individual enrolled under
this part with a Medicare+Choice plan offered
by the organization about the availability of
hospice care if—

“(A) a hospice program participating under
this title is located within the organization’s
service area; or

““(B) it is common practice to refer patients to
hospice programs outside such service area.

““(2) PAYMENT.—If an individual who is en-
rolled with a Medicare+Choice organization
under this part makes an election under section
1812(d)(1) to receive hospice care from a particu-
lar hospice program—

““(A) payment for the hospice care furnished
to the individual shall be made to the hospice
program elected by the individual by the Sec-
retary;

““(B) payment for other services for which the
individual is eligible notwithstanding the indi-
vidual’s election of hospice care under section
1812(d)(1), including services not related to the
individual’s terminal illness, shall be made by
the Secretary to the Medicare+Choice organiza-
tion or the provider or supplier of the service in-
stead of payments calculated under subsection
(a); and

“(C) the Secretary shall continue to make
monthly payments to the Medicare+Choice orga-
nization in an amount equal to the value of the
additional benefits required under section
1854(f)(1)(A).

““PREMIUMS

‘‘SEC. 1854. (a) SUBMISSION OF PROPOSED PRE-
MIUMS AND RELATED INFORMATION.—

(1) IN GENERAL.—Not later than May 1 of each
year, each Medicare+Choice organization shall
submit to the Secretary, in a form and manner
specified by the Secretary and for each
Medicare+Choice plan for the service area in
which it intends to be offered in the following
year—

““(A) the information described in paragraph
(2), (3), or (4) for the type of plan involved; and

““(B) the enrollment capacity (if any) in rela-
tion to the plan and area.

““(2) INFORMATION REQUIRED FOR COORDI-
NATED CARE PLANS.—For a Medicare+Choice
plan described in section 1851(a)(2)(A), the in-
formation described in this paragraph is as fol-
lows:

““(A) BASIC (AND ADDITIONAL) BENEFITS.—For
benefits described in 1852(a)(1)(A)—

““(i) the adjusted community rate (as defined
in subsection ()(3));

““(ii) the Medicare+Choice monthly basic bene-
ficiary premium (as defined in subsection
O®@); _ _

“(iii) a description of deductibles, coinsur-
ance, and copayments applicable under the plan
and the actuarial value of such deductibles, co-
insurance, and copayments, described in sub-
section (e)(1)(A); and

““(iv) if required under subsection (f)(1), a de-
scription of the additional benefits to be pro-
vided pursuant to such subsection and the value
determined for such proposed benefits under
such subsection.

““(B) SUPPLEMENTAL BENEFITS.—For benefits
described in 1852(a)(3)—

‘(i) the adjusted community rate (as defined
in subsection (f)(3));

““(ii) the Medicare+Choice monthly supple-
mental beneficiary premium (as defined in sub-
section (b)(2)(B)); and

‘“(iii) a description of deductibles, coinsur-
ance, and copayments applicable under the plan
and the actuarial value of such deductibles, co-
insurance, and copayments, described in sub-
section (e)(2).

““(3) REQUIREMENTS FOR MSA PLANS.—For an
MSA plan described, the information described
in this paragraph is as follows:

‘“(A) BASIC (AND ADDITIONAL) BENEFITS.—For
benefits described in 1852(a)(1)(A), the amount
of the Medicare+Choice monthly MSA premium.
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““(B) SUPPLEMENTAL BENEFITS.—For benefits
described in 1852(a)(3), the amount of the
Medicare+Choice monthly supplementary bene-
ficiary premium.

““(4) REQUIREMENTS FOR PRIVATE FEE-FOR-
SERVICE PLANS.—For a Medicare+Choice plan
described in section 1851(a)(2)(C) for benefits de-
scribed in 1852(a)(1)(A), the information de-
scribed in this paragraph is as follows:—

““(A) BASIC (AND ADDITIONAL) BENEFITS.—For
benefits described in 1852(a)(1)(A)—

‘(i) the adjusted community rate (as defined
in subsection (f)(3));

“(ii) the amount of the Medicare+Choice
monthly basic beneficiary premium;

““(iii) a description of the deductibles, coinsur-
ance, and copayments applicable under the
plan, and the actuarial value of such
deductibles, coinsurance, and copayments, as
described in subsection (e)(4)(A); and

““(iv) if required under subsection (f)(1), a de-
scription of the additional benefits to be pro-
vided pursuant to such subsection and the value
determined for such proposed benefits under
such subsection.

““(B) SUPPLEMENTAL BENEFITS.—For benefits
described in 1852(a)(3), the amount of the
Medicare+Choice monthly supplemental bene-
ficiary premium (as defined in subsection
() (2)(B)).-

““(5) REVIEW.—

“(A) IN GENERAL.—Subject to subparagraph
(B), the Secretary shall review the adjusted
community rates, the amounts of the basic and
supplemental premiums, and values filed under
this subsection and shall approve or disapprove
such rates, amounts, and value so submitted.

““(B) EXCEPTION.—The Secretary shall not re-
view, approve, or disapprove the amounts sub-
mitted under paragraph (3) or subparagraphs
(A)(ii) and (B) of paragraph (4).

““(b) MONTHLY PREMIUM CHARGED.—

““(1) IN GENERAL.—

““(A) RULE FOR OTHER THAN MSA PLANS.—The

monthly amount of the premium charged to an
individual enrolled in a Medicare+Choice plan
(other than an MSA plan) offered by a
Medicare+Choice organization shall be equal to
the sum of the Medicare+Choice monthly basic
beneficiary premium and the Medicare+Choice
monthly supplementary beneficiary premium (if
any).
“(B) MSA PLANS.—The monthly amount of
the premium charged to an individual enrolled
in an MSA plan offered by a Medicare+Choice
organization shall be equal to the
Medicare+Choice monthly supplemental bene-
ficiary premium (if any).

“(2) PREMIUM TERMINOLOGY DEFINED.—For
purposes of this part:

“(A) THE MEDICARE+CHOICE MONTHLY BASIC
BENEFICIARY PREMIUM.—The term
‘Medicare+Choice monthly basic beneficiary
premium’ means, with respect to a
Medicare+Choice plan, the amount authorized
to be charged under subsection (e)(1) for the
plan, or, in the case of a Medicare+Choice pri-
vate fee-for-service plan, the amount filed under
subsection (a)(4)(A)(ii).

““(B) MEDICARE+CHOICE MONTHLY SUPPLE-
MENTAL  BENEFICIARY PREMIUM.—The term
‘Medicare+Choice monthly supplemental bene-
ficiary premium’ means, with respect to a
Medicare+Choice plan, the amount authorized
to be charged under subsection (e)(2) for the
plan or, in the case of a MSA plan or
Medicare+Choice private fee-for-service plan,
the amount filed under paragraph (3)(B) or
(4)(B) of subsection (a).

““(C) MEDICARE+CHOICE MONTHLY MSA PRE-
MIUM.—The term ‘Medicare+Choice monthly
MSA premium’ means, with respect to a
Medicare+Choice plan, the amount of such pre-
mium filed under subsection (a)(3)(A) for the
plan.

“(c) UNIFORM PREMIUM.—The
Medicare+Choice monthly basic and supple-
mental beneficiary premium, the
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Medicare+Choice  monthly MSA  premium
charged under subsection (b) of a
Medicare+Choice organization under this part
may not vary among individuals enrolled in the
lan.

P ““(d) TERMS AND CONDITIONS OF IMPOSING
PREMIUMS.—Each Medicare+Choice organiza-
tion shall permit the payment of
Medicare+Choice monthly basic and supple-
mental beneficiary premiums on a monthly
basis, may terminate election of individuals for
a Medicare+Choice plan for failure to make pre-
mium payments only in accordance with section
1851(g)(3)(B)(i), and may not provide for cash or
other monetary rebates as an inducement for en-
rollment or otherwise.

““(e) LIMITATION ON ENROLLEE LIABILITY.—

““(1) FOR BASIC AND ADDITIONAL BENEFITS.—In
no event may—

““(A) the Medicare+Choice monthly basic ben-
eficiary premium (multiplied by 12) and the ac-
tuarial value of the deductibles, coinsurance,
and copayments applicable on average to indi-
viduals enrolled under this part with a
Medicare+Choice plan described in section
1851(a)(2)(A) of an organization with respect to
required benefits  described in  section
1852(a)(1)(A) and additional benefits (if any) re-
quired under subsection (f)(1)(A) for a year, ex-
ceed

“(B) the actuarial value of the deductibles,
coinsurance, and copayments that would be ap-
plicable on average to individuals entitled to
benefits under part A and enrolled under part B
if they were not members of a Medicare+Choice
organization for the year.

““(2) FOR SUPPLEMENTAL BENEFITS.—If the
Medicare+Choice organization provides to its
members enrolled under this part in a
Medicare+Choice plan described in section
1851(a)(2)(A) with respect to supplemental bene-
fits described in section 1852(a)(3), the sum of
the Medicare+Choice monthly supplemental
beneficiary premium (multiplied by 12) charged
and the actuarial value of its deductibles, coin-
surance, and copayments charged with respect
to such benefits may not exceed the adjusted
community rate for such benefits (as defined in
subsection (f)(3)).

““(3) DETERMINATION ON OTHER BAsIS.—If the
Secretary determines that adequate data are not
available to determine the actuarial value under
paragraph (1)(A) or (2), the Secretary may de-
termine such amount with respect to all individ-
uals in same geographic area, the State, or in
the United States, eligible to enroll in the
Medicare+Choice plan involved under this part
or on the basis of other appropriate data.

““(4) SPECIAL RULE FOR PRIVATE FEE-FOR-SERV-
ICE PLANS.—With respect to a Medicare+Choice
private fee-for-service plan (other than a plan
that is an MSA plan), in no event may—

“(A) the actuarial value of the deductibles,
coinsurance, and copayments applicable on av-
erage to individuals enrolled under this part
with such a plan of an organization with re-
spect to required benefits described in section
1852(a)(1), exceed

“(B) the actuarial value of the deductibles,
coinsurance, and copayments that would be ap-
plicable on average to individuals entitled to
benefits under part A and enrolled under part B
if they were not members of a Medicare+Choice
organization for the year.

“(f) REQUIREMENT FOR ADDITIONAL BENE-
FITS.—

““(1) REQUIREMENT.—

“(A) IN GENERAL.—Each Medicare+Choice or-
ganization (in relation to a Medicare+Choice
plan, other than an MSA plan, it offers) shall
provide that if there is an excess amount (as de-
fined in subparagraph (B)) for the plan for a
contract year, subject to the succeeding provi-
sions of this subsection, the organization shall
provide to individuals such additional benefits
(as the organization may specify) in a value
which the Secretary determines is at least equal
to the adjusted excess amount (as defined in
subparagraph (C)).
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““(B) EXCESS AMOUNT.—For purposes of this
paragraph, the ‘excess amount’, for an organi-
zation for a plan, is the amount (if any) by
which—

‘(i) the average of the capitation payments
made to the organization under section 1853 for
the plan at the beginning of contract year, ex-
ceeds

““(ii) the actuarial value of the required bene-
fits described in section 1852(a)(1)(A) under the
plan for individuals under this part, as deter-
mined based upon an adjusted community rate
described in paragraph (3) (as reduced for the
actuarial value of the coinsurance, copayments,
and deductibles under parts A and B).

““(C) ADJUSTED EXCESS AMOUNT.—For pur-
poses of this paragraph, the ‘adjusted excess
amount’, for an organization for a plan, is the
excess amount reduced to reflect any amount
withheld and reserved for the organization for
the year under paragraph (2).

‘(D) UNIFORM APPLICATION.—This paragraph
shall be applied uniformly for all enrollees for a
plan.

““(E) CONSTRUCTION.—Nothing in this sub-
section shall be construed as preventing a
Medicare+Choice organization from providing
supplemental benefits (described in section
1852(a)(3)) that are in addition to the health
care benefits otherwise required to be provided
under this paragraph and from imposing a pre-
mium for such supplemental benefits.

“(2) STABILIZATION FUND.—A
Medicare+Choice organization may provide that
a part of the value of an excess amount de-
scribed in paragraph (1) be withheld and re-
served in the Federal Hospital Insurance Trust
Fund and in the Federal Supplementary Medi-
cal Insurance Trust Fund (in such proportions
as the Secretary determines to be appropriate)
by the Secretary for subsequent annual contract
periods, to the extent required to stabilize and
prevent undue fluctuations in the additional
benefits offered in those subsequent periods by
the organization in accordance with such para-
graph. Any of such value of the amount re-
served which is not provided as additional bene-
fits described in paragraph (1)(A) to individuals
electing the Medicare+Choice plan of the orga-
nization in accordance with such paragraph
prior to the end of such periods, shall revert for
the use of such trust funds.

““(3) ADJUSTED COMMUNITY RATE.—For pur-
poses of this subsection, subject to paragraph
(4), the term ‘adjusted community rate’ for a
service or services means, at the election of a
Medicare+Choice organization, either—

“(A) the rate of payment for that service or
services which the Secretary annually deter-
mines would apply to an individual electing a
Medicare+Choice plan under this part if the
rate of payment were determined under a ‘com-
munity rating system’ (as defined in section
1302(8) of the Public Health Service Act, other
than subparagraph (C)), or

““(B) such portion of the weighted aggregate
premium, which the Secretary annually esti-
mates would apply to such an individual, as the
Secretary annually estimates is attributable to
that service or services,

but adjusted for differences between the utiliza-
tion characteristics of the individuals electing
coverage under this part and the utilization
characteristics of the other enrollees with the
plan (or, if the Secretary finds that adequate
data are not available to adjust for those dif-
ferences, the differences between the utilization
characteristics of individuals selecting other
Medicare+Choice coverage, or Medicare+Choice
eligible individuals in the area, in the State, or
in the United States, eligible to elect
Medicare+Choice coverage under this part and
the utilization characteristics of the rest of the
population in the area, in the State, or in the
United States, respectively).

‘“(4) DETERMINATION BASED ON INSUFFICIENT
DATA.—For purposes of this subsection, if the
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Secretary finds that there is insufficient enroll-
ment experience to determine an average of the
capitation payments to be made under this part
at the beginning of a contract period or to deter-
mine (in the case of a newly operated provider-
sponsored organization or other new organiza-
tion) the adjusted community rate for the orga-
nization, the Secretary may determine such an
average based on the enrollment experience of
other contracts entered into under this part and
may determine such a rate using data in the
general commercial marketplace.

““(g) PROHIBITION OF STATE IMPOSITION OF
PREMIUM TAXES.—No State may impose a pre-
mium tax or similar tax with respect to pay-
ments to Medicare+Choice organizations under
section 1853.

‘“ORGANIZATIONAL AND FINANCIAL REQUIREMENTS
FOR MEDICARE+CHOICE ORGANIZATIONS; PRO-
VIDER-SPONSORED ORGANIZATIONS
““SEC. 1855. (a) ORGANIZED AND LICENSED

UNDER STATE LAW.—

‘(1) IN GENERAL.—Subject to paragraphs (2)
and (3), a Medicare+Choice organization shall
be organized and licensed under State law as a
risk-bearing entity eligible to offer health insur-
ance or health benefits coverage in each State in
which it offers a Medicare+Choice plan.

““(2) SPECIAL EXCEPTION FOR PROVIDER-SPON-
SORED ORGANIZATIONS.—

““(A) IN GENERAL.—In the case of a provider-
sponsored organization that seeks to offer a
Medicare+Choice plan in a State, the Secretary
shall waive the requirement of paragraph (1)
that the organization be licensed in that State
if

‘(i) the organization files an application for
such waiver with the Secretary by not later
than November 1, 2002, and

““(ii) the Secretary determines, based on the
application and other evidence presented to the
Secretary, that any of the grounds for approval
of the application described in subparagraph
(B), (C), or (D) has been met.

““(B) FAILURE TO ACT ON LICENSURE APPLICA-
TION ON A TIMELY BASIS.—The ground for ap-
proval of such a waiver application described in
this subparagraph is that the State has failed to
complete action on a licensing application of the
organization within 90 days of the date of the
State’s receipt of a substantially complete appli-
cation. No period before the date of the enact-
ment of this section shall be included in deter-
mining such 90-day period.

““(C) DENIAL OF APPLICATION BASED ON DIS-
CRIMINATORY TREATMENT.—The ground for ap-
proval of such a waiver application described in
this subparagraph is that the State has denied
such a licensing application and—

“(i) the standards or review process imposed
by the State as a condition of approval of the li-
cense imposes any material requirements, proce-
dures, or standards (other than solvency re-
quirements) to such organizations that are not
generally applicable to other entities engaged in
a substantially similar business, or

““(ii) the State requires the organization, as a
condition of licensure, to offer any product or
plan other than a Medicare+Choice plan.

““(D) DENIAL OF APPLICATION BASED ON APPLI-
CATION OF SOLVENCY REQUIREMENTS.—With re-
spect to waiver applications filed on or after the
date of publication of solvency standards under
section 1856(a), the ground for approval of such
a waiver application described in this subpara-
graph is that the State has denied such a licens-
ing application based (in whole or in part) on
the organization’s failure to meet applicable sol-
vency requirements and—

‘(i) such requirements are not the same as the
solvency standards established under section
1856(a); or

‘(i) the State has imposed as a condition of
approval of the license documentation or infor-
mation requirements relating to solvency or
other material requirements, procedures, or
standards relating to solvency that are different
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from the requirements, procedures, and stand-
ards applied by the Secretary under subsection
(C)[eB

For purposes of this paragraph, the term ‘sol-
vency requirements’ means requirements relat-
ing to solvency and other matters covered under
the standards established under section 1856(a).

““(E) TREATMENT OF WAIVER.—In the case of a
waiver granted under this paragraph for a pro-
vider-sponsored organization with respect to a
State—

““(i) LIMITATION TO STATE.—The waiver shall
be effective only with respect to that State and
does not apply to any other State.

““(ii) LIMITATION TO 36-MONTH PERIOD.—The
waiver shall be effective only for a 36-month pe-
riod and may not be renewed.

“‘(iii) CONDITIONED ON COMPLIANCE WITH
CONSUMER PROTECTION AND QUALITY STAND-
ARDS.—The continuation of the waiver is condi-
tioned upon the organization’s compliance with
the requirements described in subparagraph (G).

““(iv) PREEMPTION OF STATE LAW.—AnNYy provi-
sions of law of that State which relate to the li-
censing of the organization and which prohibit
the organization from providing coverage pursu-
ant to a contract under this part shall be super-
seded.

“(F) PROMPT ACTION ON APPLICATION.—The
Secretary shall grant or deny such a waiver ap-
plication within 60 days after the date the Sec-
retary determines that a substantially complete
waiver application has been filed. Nothing in
this section shall be construed as preventing an
organization which has had such a waiver ap-
plication denied from submitting a subsequent
waiver application.

““(G) APPLICATION AND ENFORCEMENT OF
STATE CONSUMER PROTECTION AND QUALITY
STANDARDS.—

“(i) IN GENERAL.—A waiver granted under
this paragraph to an organization with respect
to licensing under State law is conditioned upon
the organization’s compliance with all consumer
protection and quality standards insofar as
such standards—

“(1) would apply in the State to the organiza-
tion if it were licensed under State law;

“(I1) are generally applicable to other
Medicare+Choice organizations and plans in the
State; and

“(111) are consistent with the standards estab-
lished under this part.

Such standards shall not include any standard
preempted under section 1856(b)(3)(B).

““(ii) INCORPORATION INTO CONTRACT.—In the
case of such a waiver granted to an organiza-
tion with respect to a State, the Secretary shall
incorporate the requirement that the organiza-
tion (and Medicare+Choice plans it offers) com-
ply with standards under clause (i) as part of
the contract between the Secretary and the or-
ganization under section 1857.

“‘(iii) ENFORCEMENT.—In the case of such a
waiver granted to an organization with respect
to a State, the Secretary may enter into an
agreement with the State under which the State
agrees to provide for monitoring and enforce-
ment activities with respect to compliance of
such an organization and its Medicare+Choice
plans with such standards. Such monitoring
and enforcement shall be conducted by the State
in the same manner as the State enforces such
standards with respect to other
Medicare+Choice organizations and plans,
without discrimination based on the type of or-
ganization to which the standards apply. Such
an agreement shall specify or establish mecha-
nisms by which compliance activities are under-
taken, while not lengthening the time required
to review and process applications for waivers
under this paragraph.

““(H) REPORT.—By not later than December
31, 2001, the Secretary shall submit to the Com-
mittee on Ways and Means and the Committee
on Commerce of the House of Representatives
and the Committee on Finance of the Senate a
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report regarding whether the waiver process
under this paragraph should be continued after
December 31, 2002. In making such recommenda-
tion, the Secretary shall consider, among other
factors, the impact of such process on bene-
ficiaries and on the long-term solvency of the
program under this title.

“(3) LICENSURE DOES NOT SUBSTITUTE FOR OR
CONSTITUTE CERTIFICATION.—The fact that an
organization is licensed in accordance with
paragraph (1) does not deem the organization to
meet other requirements imposed under this
part.

““(b) ASSUMPTION OF FULL FINANCIAL RISK.—
The Medicare+Choice organization shall assume
full financial risk on a prospective basis for the
provision of the health care services for which
benefits are required to be provided under sec-
tion 1852(a)(1), except that the organization—

““(1) may obtain insurance or make other ar-
rangements for the cost of providing to any en-
rolled member such services the aggregate value
of which exceeds such aggregate level as the
Secretary specifies from time to time,

““(2) may obtain insurance or make other ar-
rangements for the cost of such services pro-
vided to its enrolled members other than
through the organization because medical neces-
sity required their provision before they could be
secured through the organization,

““(3) may obtain insurance or make other ar-
rangements for not more than 90 percent of the
amount by which its costs for any of its fiscal
years exceed 115 percent of its income for such
fiscal year, and

‘“(4) may make arrangements with physicians
or other health care professionals, health care
institutions, or any combination of such individ-
uals or institutions to assume all or part of the
financial risk on a prospective basis for the pro-
vision of basic health services by the physicians
or other health professionals or through the in-
stitutions.

““(c) CERTIFICATION OF PROVISION AGAINST
RISK OF INSOLVENCY FOR UNLICENSED PSOs.—

““(1) IN GENERAL.—Each Medicare+Choice or-
ganization that is a provider-sponsored organi-
zation, that is not licensed by a State under
subsection (a), and for which a waiver applica-
tion has been approved under subsection (a)(2),
shall meet standards established under section
1856(a) relating to the financial solvency and
capital adequacy of the organization.

““(2) CERTIFICATION PROCESS FOR SOLVENCY
STANDARDS FOR PSOS.—The Secretary shall es-
tablish a process for the receipt and approval of
applications of a provider-sponsored organiza-
tion described in paragraph (1) for certification
(and periodic recertification) of the organization
as meeting such solvency standards. Under such
process, the Secretary shall act upon such a cer-
tification application not later than 60 days
after the date the application has been received.

‘‘(d) PROVIDER-SPONSORED ORGANIZATION DE-
FINED.—

““(1) IN GENERAL.—In this part, the term ‘pro-
vider-sponsored organization” means a public or
private entity—

““(A) that is established or organized, and op-
erated, by a health care provider, or group of
affiliated health care providers,

‘“(B) that provides a substantial proportion
(as defined by the Secretary in accordance with
paragraph (2)) of the health care items and
services under the contract under this part di-
rectly through the provider or affiliated group
of providers, and

““(C) with respect to which the affiliated pro-
viders share, directly or indirectly, substantial
financial risk with respect to the provision of
such items and services and have at least a ma-
jority financial interest in the entity.

““(2) SUBSTANTIAL PROPORTION.—INn defining
what is a ‘substantial proportion’ for purposes
of paragraph (1)(B), the Secretary—

““(A) shall take into account the need for such
an organization to assume responsibility for
providing—
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“(i) significantly more than the majority of
the items and services under the contract under
this section through its own affiliated providers;
and

““(if) most of the remainder of the items and
services under the contract through providers
with which the organization has an agreement
to provide such items and services,
in order to assure financial stability and to ad-
dress the practical considerations involved in in-
tegrating the delivery of a wide range of service
providers;

““(B) shall take into account the need for such
an organization to provide a limited proportion
of the items and services under the contract
through providers that are neither affiliated
with nor have an agreement with the organiza-
tion; and

““(C) may allow for variation in the definition
of substantial proportion among such organiza-
tions based on relevant differences among the
organizations, such as their location in an
urban or rural area.

““(3) AFFILIATION.—For purposes of this sub-
section, a provider is ‘affiliated’” with another
provider if, through contract, ownership, or oth-
erwise—

““(A) one provider, directly or indirectly, con-
trols, is controlled by, or is under common con-
trol with the other,

“(B) both providers are part of a controlled
group of corporations under section 1563 of the
Internal Revenue Code of 1986,

““(C) each provider is a participant in a lawful
combination under which each provider shares
substantial financial risk in connection with the
organization’s operations, or

‘(D) both providers are part of an affiliated
service group under section 414 of such Code.

““(4) CoNTRoOL.—For purposes of paragraph
(3), control is presumed to exist if one party, di-
rectly or indirectly, owns, controls, or holds the
power to vote, or proxies for, not less than 51
percent of the voting rights or governance rights
of another.

*“(5) HEALTH CARE PROVIDER DEFINED.—InN this
subsection, the term ‘health care provider’
means—

“(A) any individual who is engaged in the de-
livery of health care services in a State and who
is required by State law or regulation to be li-
censed or certified by the State to engage in the
delivery of such services in the State, and

““(B) any entity that is engaged in the deliv-
ery of health care services in a State and that,
if it is required by State law or regulation to be
licensed or certified by the State to engage in
the delivery of such services in the State, is so
licensed.

““(6) REGULATIONS.—The Secretary shall issue
regulations to carry out this subsection.

““ESTABLISHMENT OF STANDARDS

““‘SEC. 1856. (a) ESTABLISHMENT OF SOLVENCY
STANDARDS FOR PROVIDER-SPONSORED ORGANI-
ZATIONS.—

““(1) ESTABLISHMENT.—

““(A) IN GENERAL.—The Secretary shall estab-
lish, on an expedited basis and using a nego-
tiated rulemaking process under subchapter 111
of chapter 5 of title 5, United States Code,
standards described in section 1855(c)(1) (relat-
ing to the financial solvency and capital ade-
quacy of the organization) that entities must
meet to qualify as provider-sponsored organiza-
tions under this part.

““(B) FACTORS TO CONSIDER FOR SOLVENCY
STANDARDS.—In establishing solvency standards
under subparagraph (A) for provider-sponsored
organizations, the Secretary shall consult with
interested parties and shall take into account—

““(i) the delivery system assets of such an or-
ganization and ability of such an organization
to provide services directly to enrollees through
affiliated providers,

““(ii) alternative means of protecting against
insolvency, including reinsurance, unrestricted
surplus, letters of credit, guarantees, organiza-
tional insurance coverage, partnerships with
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other licensed entities, and valuation attrib-
utable to the ability of such an organization to
meet its service obligations through direct deliv-
ery of care, and

“(iii) any standards developed by the Na-
tional Association of Insurance Commissioners
specifically for risk-based health care delivery
organizations.

““(C) ENROLLEE PROTECTION AGAINST INSOL-
VENCY.—Such standards shall include provisions
to prevent enrollees from being held liable to
any person or entity for the Medicare+Choice
organization’s debts in the event of the organi-
zation’s insolvency.

““(2) PUBLICATION OF NOTICE.—In carrying out
the rulemaking process under this subsection,
the Secretary, after consultation with the Na-
tional Association of Insurance Commissioners,
the American Academy of Actuaries, organiza-
tions representative of medicare beneficiaries,
and other interested parties, shall publish the
notice provided for under section 564(a) of title
5, United States Code, by not later than 45 days
after the date of the enactment of this section.

““(83) TARGET DATE FOR PUBLICATION OF
RULE.—As part of the notice under paragraph
(2), and for purposes of this subsection, the ‘tar-
get date for publication’ (referred to in section
564(a)(5) of such title) shall be April 1, 1998.

““(4) ABBREVIATED PERIOD FOR SUBMISSION OF
COMMENTS.—In applying section 564(c) of such
title under this subsection, ‘15 days’ shall be
substituted for ‘30 days’.

““(5) APPOINTMENT OF NEGOTIATED RULE-
MAKING COMMITTEE AND FACILITATOR.—The Sec-
retary shall provide for—

“(A) the appointment of a negotiated rule-
making committee under section 565(a) of such
title by not later than 30 days after the end of
the comment period provided for under section
564(c) of such title (as shortened under para-
graph (4)), and

““(B) the nomination of a facilitator under sec-
tion 566(c) of such title by not later than 10 days
after the date of appointment of the committee.

““(6) PRELIMINARY COMMITTEE REPORT.—The
negotiated rulemaking committee appointed
under paragraph (5) shall report to the Sec-
retary, by not later than January 1, 1998, re-
garding the committee’s progress on achieving a
consensus with regard to the rulemaking pro-
ceeding and whether such consensus is likely to
occur before 1 month before the target date for
publication of the rule. If the committee reports
that the committee has failed to make signifi-
cant progress towards such consensus or is un-
likely to reach such consensus by the target
date, the Secretary may terminate such process
and provide for the publication of a rule under
this subsection through such other methods as
the Secretary may provide.

“(7) FINAL COMMITTEE REPORT.—If the com-
mittee is not terminated under paragraph (6),
the rulemaking committee shall submit a report
containing a proposed rule by not later than 1
month before the target date of publication.

““(8) INTERIM, FINAL EFFECT.—The Secretary
shall publish a rule under this subsection in the
Federal Register by not later than the target
date of publication. Such rule shall be effective
and final immediately on an interim basis, but is
subject to change and revision after public no-
tice and opportunity for a period (of not less
than 60 days) for public comment. In connection
with such rule, the Secretary shall specify the
process for the timely review and approval of
applications of entities to be certified as pro-
vider-sponsored organizations pursuant to such
rules and consistent with this subsection.

“(9) PUBLICATION OF RULE AFTER PUBLIC COM-
MENT.—The Secretary shall provide for consid-
eration of such comments and republication of
such rule by not later than 1 year after the tar-
get date of publication.

““(b) ESTABLISHMENT OF OTHER STANDARDS.—

““(1) IN GENERAL.—The Secretary shall estab-
lish by regulation other standards (not described
in subsection (a)) for Medicare+Choice organi-
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zations and plans consistent with, and to carry
out, this part. The Secretary shall publish such
regulations by June 1, 1998. In order to carry
out this requirement in a timely manner, the
Secretary may promulgate regulations that take
effect on an interim basis, after notice and
pending opportunity for public comment.

“(2) USE OF CURRENT STANDARDS.—Consistent
with the requirements of this part, standards es-
tablished under this subsection shall be based
on standards established under section 1876 to
carry out analogous provisions of such section.

*“(3) RELATION TO STATE LAWS.—

““(A) IN GENERAL.—The standards established
under this subsection shall supersede any State
law or regulation (including standards described
in subparagraph (B)) with respect to
Medicare+Choice plans which are offered by
Medicare+Choice organizations under this part
to the extent such law or regulation is inconsist-
ent with such standards.

‘“(B) STANDARDS SPECIFICALLY SUPERSEDED.—
State standards relating to the following are su-
perseded under this paragraph:

(i) Benefit requirements.

““(ii) Requirements relating to inclusion or
treatment of providers.

‘““(iii) Coverage determinations (including re-
lated appeals and grievance processes).

““CONTRACTS WITH MEDICARE+CHOICE
ORGANIZATIONS

‘“SEC. 1857. (a) IN GENERAL.—The Secretary
shall not permit the election under section 1851
of a Medicare+Choice plan offered by a
Medicare+Choice organization under this part,
and no payment shall be made under section
1853 to an organization, unless the Secretary
has entered into a contract under this section
with the organization with respect to the offer-
ing of such plan. Such a contract with an orga-
nization may cover more than 1
Medicare+Choice plan. Such contract shall pro-
vide that the organization agrees to comply with
the applicable requirements and standards of
this part and the terms and conditions of pay-
ment as provided for in this part.

““(b) MINIMUM ENROLLMENT REQUIREMENTS.—

““(1) IN GENERAL.—Subject to paragraph (2),
the Secretary may not enter into a contract
under this section with a Medicare+Choice or-
ganization unless the organization has—

““(A) at least 5,000 individuals (or 1,500 indi-
viduals in the case of an organization that is a
provider-sponsored organization) who are re-
ceiving health benefits through the organiza-
tion, or

““(B) at least 1,500 individuals (or 500 individ-
uals in the case of an organization that is a pro-
vider-sponsored organization) who are receiving
health benefits through the organization if the
organization primarily serves individuals resid-
ing outside of urbanized areas.

“(2) APPLICATION TO MSA PLANS.—In applying
paragraph (1) in the case of a Medicare+Choice
organization that is offering an MSA plan,
paragraph (1) shall be applied by substituting
covered lives for individuals.

““(3) ALLOWING TRANSITION.—The Secretary
may waive the requirement of paragraph (1)
during the first 3 contract years with respect to
an organization.

‘‘(c) CONTRACT PERIOD AND EFFECTIVENESS.—

““(1) PERIOD.—Each contract under this sec-
tion shall be for a term of at least 1 year, as de-
termined by the Secretary, and may be made
automatically renewable from term to term in
the absence of notice by either party of inten-
tion to terminate at the end of the current term.

““(2) TERMINATION AUTHORITY.—InN accordance
with procedures established under subsection
(h), the Secretary may at any time terminate
any such contract if the Secretary determines
that the organization—

““(A) has failed substantially to carry out the
contract;

““(B) is carrying out the contract in a manner
inconsistent with the efficient and effective ad-
ministration of this part; or
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““(C) no longer substantially meets the appli-
cable conditions of this part.

““(3) EFFECTIVE DATE OF CONTRACTS.—The ef-
fective date of any contract executed pursuant
to this section shall be specified in the contract,
except that in no case shall a contract under
this section which provides for coverage under
an MSA plan be effective before January 1999
with respect to such coverage.

““(4) PREVIOUS TERMINATIONS.—The Secretary
may not enter into a contract with a
Medicare+Choice organization if a previous con-
tract with that organization under this section
was terminated at the request of the organiza-
tion within the preceding 5-year period, except
in circumstances which warrant special consid-
eration, as determined by the Secretary.

“(5) CONTRACTING AUTHORITY.—The authority
vested in the Secretary by this part may be per-
formed without regard to such provisions of law
or regulations relating to the making, perform-
ance, amendment, or modification of contracts
of the United States as the Secretary may deter-
mine to be inconsistent with the furtherance of
the purpose of this title.

““(d) PROTECTIONS AGAINST FRAUD AND BENE-
FICIARY PROTECTIONS.—

““(1) PERIODIC AUDITING.—The Secretary shall
provide for the annual auditing of the financial
records (including data relating to medicare uti-
lization, costs, and computation of the adjusted
community rate) of at least one-third of the
Medicare+Choice organizations offering
Medicare+Choice plans under this part. The
Comptroller General shall monitor auditing ac-
tivities conducted under this subsection.

““(2) INSPECTION AND AUDIT.—Each contract
under this section shall provide that the Sec-
retary, or any person or organization designated
by the Secretary—

“(A) shall have the right to inspect or other-
wise evaluate (i) the quality, appropriateness,
and timeliness of services performed under the
contract, and (ii) the facilities of the organiza-
tion when there is reasonable evidence of some
need for such inspection, and

““(B) shall have the right to audit and inspect
any books and records of the Medicare+Choice
organization that pertain (i) to the ability of the
organization to bear the risk of potential finan-
cial losses, or (ii) to services performed or deter-
minations of amounts payable under the con-
tract.

““(3) ENROLLEE NOTICE AT TIME OF TERMI-
NATION.—Each contract under this section shall
require the organization to provide (and pay
for) written notice in advance of the contract’s
termination, as well as a description of alter-
natives for obtaining benefits under this title, to
each individual enrolled with the organization
under this part.

““(4) DISCLOSURE.—

“(A) IN GENERAL.—Each Medicare+Choice or-
ganization shall, in accordance with regulations
of the Secretary, report to the Secretary finan-
cial information which shall include the follow-
ing:

9‘(i) Such information as the Secretary may
require demonstrating that the organization has
a fiscally sound operation.

“(ii) A copy of the report, if any, filed with
the Health Care Financing Administration con-
taining the information required to be reported
under section 1124 by disclosing entities.

““(iii) A description of transactions, as speci-
fied by the Secretary, between the organization
and a party in interest. Such transactions shall
include—

“(1) any sale or exchange, or leasing of any
property between the organization and a party
in interest;

“(I1) any furnishing for consideration of
goods, services (including management services),
or facilities between the organization and a
party in interest, but not including salaries paid
to employees for services provided in the normal
course of their employment and health services
provided to members by hospitals and other pro-
viders and by staff, medical group (or groups),
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individual practice association (or associations),
or any combination thereof; and

“(1) any lending of money or other exten-
sion of credit between an organization and a
party in interest.

The Secretary may require that information re-
ported respecting an organization which con-
trols, is controlled by, or is under common con-
trol with, another entity be in the form of a con-
solidated financial statement for the organiza-
tion and such entity.

“(B) PARTY IN INTEREST DEFINED.—For the
purposes of this paragraph, the term ‘party in
interest’ means—

““(i) any director, officer, partner, or employee
responsible for management or administration of
a Medicare+Choice organization, any person
who is directly or indirectly the beneficial owner
of more than 5 percent of the equity of the orga-
nization, any person who is the beneficial owner
of a mortgage, deed of trust, note, or other inter-
est secured by, and valuing more than 5 percent
of the organization, and, in the case of a
Medicare+Choice organization organized as a
nonprofit corporation, an incorporator or mem-
ber of such corporation under applicable State
corporation law;

““(ii) any entity in which a person described in
clause (i)—

“(1) is an officer or director;

“(I1) is a partner (if such entity is organized
as a partnership);

“(111) has directly or indirectly a beneficial
interest of more than 5 percent of the equity; or

“(1V) has a mortgage, deed of trust, note, or
other interest valuing more than 5 percent of the
assets of such entity;

““(iii) any person directly or indirectly control-
ling, controlled by, or under common control
with an organization; and

““(iv) any spouse, child, or parent of an indi-
vidual described in clause (i).

“(C) Access TO INFORMATION.—Each
Medicare+Choice organization shall make the
information reported pursuant to subparagraph
(A) available to its enrollees upon reasonable re-
quest.

““(5) LOAN INFORMATION.—The contract shall
require the organization to notify the Secretary
of loans and other special financial arrange-
ments which are made between the organization
and subcontractors, affiliates, and related par-
ties.

““(e) ADDITIONAL CONTRACT TERMS.—

““(1) IN GENERAL.—The contract shall contain
such other terms and conditions not inconsistent
with this part (including requiring the organiza-
tion to provide the Secretary with such informa-
tion) as the Secretary may find necessary and
appropriate.

““(2) COST-SHARING IN ENROLLMENT-RELATED
COSTS.—

“(A) IN GENERAL.—A Medicare+Choice orga-
nization shall pay the fee established by the
Secretary under subparagraph (B).

“(B) AUTHORIZATION.—The Secretary is au-
thorized to charge a fee to each
Medicare+Choice organization with a contract
under this part that is equal to the organiza-
tion’s pro rata share (as determined by the Sec-
retary) of the aggregate amount of fees which
the Secretary is directed to collect in a fiscal
year. Any amounts collected are authorized to
be appropriated only for the purpose of carrying
out section 1851 (relating to enrollment and dis-
semination of information) and section 4360 of
the Omnibus Budget Reconciliation Act of 1990
(relating to the health insurance counseling and
assistance program).

““(C) CONTINGENCY.—For any fiscal year, the
fees authorized under subparagraph (B) are
contingent upon enactment in an appropria-
tions act of a provision specifying the aggregate
amount of fees the Secretary is directed to col-
lect in a fiscal year. Fees collected during any
fiscal year under this paragraph shall be depos-
ited and credited as offsetting collections.
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“(D) LIMITATION.—In any fiscal year the fees
collected by the Secretary under subparagraph
(B) shall not exceed the lesser of—

““(i) the estimated costs to be incurred by the
Secretary in the fiscal year in carrying out the
activities described in section 1851 and section
4360 of the Omnibus Budget Reconciliation Act
of 1990; or

““(ii)(1) $200,000,000 in fiscal year 1998;

““(11) $150,000,000 in fiscal year 1999; and

“(111) $100,000,000 in fiscal year 2000 and each
subsequent fiscal year.

““(f) PROMPT PAYMENT BY MEDICARE+CHOICE
ORGANIZATION.—

‘(1) REQUIREMENT.—A contract under this
part shall require a Medicare+Choice organiza-
tion to provide prompt payment (consistent with
the provisions of sections 1816(c)(2) and
1842(c)(2)) of claims submitted for services and
supplies furnished to enrollees pursuant to the
contract, if the services or supplies are not fur-
nished under a contract between the organiza-
tion and the provider or supplier (or in the case
of a Medicare+Choice private fee-for-service
plan, if a claim is submitted to such organiza-
tion by an enrollee).

‘“(2) SECRETARY’S OPTION TO BYPASS NON-
COMPLYING ORGANIZATION.—In the case of a
Medicare+Choice eligible organization which
the Secretary determines, after notice and op-
portunity for a hearing, has failed to make pay-
ments of amounts in compliance with paragraph
(1), the Secretary may provide for direct pay-
ment of the amounts owed to providers and sup-
pliers (or, in the case of a Medicare+Choice pri-
vate fee-for-service plan, amounts owed to the
enrollees) for covered services and supplies fur-
nished to individuals enrolled under this part
under the contract. If the Secretary provides for
the direct payments, the Secretary shall provide
for an appropriate reduction in the amount of
payments otherwise made to the organization
under this part to reflect the amount of the Sec-
retary’s payments (and the Secretary’s costs in
making the payments).

“(g) INTERMEDIATE SANCTIONS.—

““(1) IN GENERAL.—If the Secretary determines
that a Medicare+Choice organization with a
contract under this section—

““(A) fails substantially to provide medically
necessary items and services that are required
(under law or under the contract) to be provided
to an individual covered under the contract, if
the failure has adversely affected (or has sub-
stantial likelihood of adversely affecting) the in-
dividual,

““(B) imposes premiums on individuals enrolled
under this part in excess of the amount of the
Medicare+Choice monthly basic and supple-
mental beneficiary premiums permitted under
section 1854;

““(C) acts to expel or to refuse to re-enroll an
individual in violation of the provisions of this
part;

‘(D) engages in any practice that would rea-
sonably be expected to have the effect of deny-
ing or discouraging enrollment (except as per-
mitted by this part) by eligible individuals with
the organization whose medical condition or
history indicates a need for substantial future
medical services;

“(E) misrepresents or falsifies
that is furnished—

‘“(i) to the Secretary under this part, or

““(ii) to an individual or to any other entity
under this part;

“(F) fails to comply with the applicable re-
quirements of section 1852(j)(3) or
1852(k)(2)(A)(ii); or

““(G) employs or contracts with any individual
or entity that is excluded from participation
under this title under section 1128 or 1128A for
the provision of health care, utilization review,
medical social work, or administrative services
or employs or contracts with any entity for the
provision (directly or indirectly) through such
an excluded individual or entity of such serv-
ices;

information
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the Secretary may provide, in addition to any
other remedies authorized by law, for any of the
remedies described in paragraph (2).

““(2) REMEDIES.—The remedies described in
this paragraph are—

“(A) civil money penalties of not more than
$25,000 for each determination under paragraph
(1) or, with respect to a determination under
subparagraph (D) or (E)(i) of such paragraph,
of not more than $100,000 for each such deter-
mination, plus, with respect to a determination
under paragraph (1)(B), double the excess
amount charged in violation of such paragraph
(and the excess amount charged shall be de-
ducted from the penalty and returned to the in-
dividual concerned), and plus, with respect to a
determination under paragraph (1)(D), $15,000
for each individual not enrolled as a result of
the practice involved,

““(B) suspension of enrollment of individuals
under this part after the date the Secretary no-
tifies the organization of a determination under
paragraph (1) and until the Secretary is satis-
fied that the basis for such determination has
been corrected and is not likely to recur, or

““(C) suspension of payment to the organiza-
tion under this part for individuals enrolled
after the date the Secretary notifies the organi-
zation of a determination under paragraph (1)
and until the Secretary is satisfied that the
basis for such determination has been corrected
and is not likely to recur.

““(3) OTHER INTERMEDIATE SANCTIONS.—In the
case of a Medicare+Choice organization for
which the Secretary makes a determination
under subsection (c)(2) the basis of which is not
described in paragraph (1), the Secretary may
apply the following intermediate sanctions:

“(A) Civil money penalties of not more than
$25,000 for each determination under subsection
(c)(2) if the deficiency that is the basis of the de-
termination has directly adversely affected (or
has the substantial likelihood of adversely af-
fecting) an individual covered under the organi-
zation’s contract.

““(B) Civil money penalties of not more than
$10,000 for each week beginning after the initi-
ation of civil money penalty procedures by the
Secretary during which the deficiency that is
the basis of a determination under subsection
(c)(2) exists.

““(C) Suspension of enrollment of individuals
under this part after the date the Secretary no-
tifies the organization of a determination under
subsection (c)(2) and until the Secretary is satis-
fied that the deficiency that is the basis for the
determination has been corrected and is not
likely to recur.

““(4) CIvVIL MONEY PENALTIES.—The provisions
of section 1128A (other than subsections (a) and
(b)) shall apply to a civil money penalty under
paragraph (2) or (3) in the same manner as they
apply to a civil money penalty or proceeding
under section 1128A(a).

““(h) PROCEDURES FOR TERMINATION.—

‘(1) IN GENERAL.—The Secretary may termi-
nate a contract with a Medicare+Choice organi-
zation under this section in accordance with
formal investigation and compliance procedures
established by the Secretary under which—

““(A) the Secretary provides the organization
with the reasonable opportunity to develop and
implement a corrective action plan to correct the
deficiencies that were the basis of the Sec-
retary’s determination under subsection (c)(2);
and

““(B) the Secretary provides the organization
with reasonable notice and opportunity for
hearing (including the right to appeal an initial
decision) before terminating the contract.

““(2) EXCEPTION FOR IMMINENT AND SERIOUS
RISK TO HEALTH.—Paragraph (1) shall not apply
if the Secretary determines that a delay in ter-
mination, resulting from compliance with the
procedures specified in such paragraph prior to
termination, would pose an imminent and seri-
ous risk to the health of individuals enrolled
under this part with the organization.
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““DEFINITIONS; MISCELLANEOUS PROVISIONS

““SEC. 1859. (a) DEFINITIONS RELATING TO
MEDICARE+CHOICE ~ ORGANIZATIONS.—In  this
part—

““(1) MEDICARE+CHOICE ORGANIZATION.—The
term ‘Medicare+Choice organization’ means a
public or private entity that is certified under
section 1856 as meeting the requirements and
standards of this part for such an organization.

““(2) PROVIDER-SPONSORED ORGANIZATION.—
The term ‘provider-sponsored organization’ is
defined in section 1855(d)(1).

(b) DEFINITIONS RELATING TO
MEDICARE+CHOICE PLANS.—
“(1) MEDICARE+CHOICE PLAN.—The term

‘Medicare+Choice plan’ means health benefits
coverage offered under a policy, contract, or
plan by a Medicare+Choice organization pursu-
ant to and in accordance with a contract under
section 1857.

““(2) MEDICARE+CHOICE PRIVATE FEE-FOR-
SERVICE PLAN.—The term ‘Medicare+Choice pri-

vate fee-for-service plan’ means a
Medicare+Choice plan that—
“(A) reimburses hospitals, physicians, and

other providers at a rate determined by the plan
on a fee-for-service basis without placing the
provider at financial risk;

““(B) does not vary such rates for such a pro-
vider based on utilization relating to such pro-
vider; and

““(C) does not restrict the selection of providers
among those who are lawfully authorized to
provide the covered services and agree to accept
the terms and conditions of payment established
by the plan.

““(3) MSA PLAN.—

“(A) IN GENERAL.—The term ‘MSA plan’
means a Medicare+Choice plan that—

“(i) provides reimbursement for at least the
items and services described in section 1852(a)(1)
in a year but only after the enrollee incurs
countable expenses (as specified under the plan)
equal to the amount of an annual deductible
(described in subparagraph (B));

““(ii) counts as such expenses (for purposes of
such deductible) at least all amounts that would
have been payable under parts A and B, and
that would have been payable by the enrollee as
deductibles, coinsurance, or copayments, if the
enrollee had elected to receive benefits through
the provisions of such parts; and

““(iii) provides, after such deductible is met for
a year and for all subsequent expenses for items
and services referred to in clause (i) in the year,
for a level of reimbursement that is not less
than—

““(1) 100 percent of such expenses, or

“(11) 100 percent of the amounts that would
have been paid (without regard to any
deductibles or coinsurance) under parts A and B
with respect to such expenses,
whichever is less.

““(B) DEDUCTIBLE.—The amount of annual de-
ductible under an MSA plan—

‘(i) for contract year 1999 shall be not more
than $6,000; and

““(ii) for a subsequent contract year shall be
not more than the maximum amount of such de-
ductible for the previous contract year under
this subparagraph increased by the national per
capita Medicare+Choice growth percentage
under section 1853(c)(6) for the year.

If the amount of the deductible under clause (ii)
is not a multiple of $50, the amount shall be
rounded to the nearest multiple of $50.

*‘(c) OTHER REFERENCES TO OTHER TERMS.—

‘(1) MEDICARE+CHOICE ELIGIBLE INDIVID-
UAL.—The term ‘Medicare+Choice eligible indi-
vidual’ is defined in section 1851(a)(3).

““(2) MEDICARE+CHOICE PAYMENT AREA.—The
term ‘Medicare+Choice payment area’ is defined
in section 1853(d).

““(3) NATIONAL PER CAPITA MEDICARE+CHOICE
GROWTH PERCENTAGE.—The ‘national per capita
Medicare+Choice growth percentage’ is defined
in section 1853(c)(6).
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““(4) MEDICARE+CHOICE MONTHLY BASIC BENE-
FICIARY PREMIUM; MEDICARE+CHOICE MONTHLY
SUPPLEMENTAL  BENEFICIARY  PREMIUM.—The
terms ‘Medicare+Choice monthly basic bene-
ficiary premium’ and ‘Medicare+Choice monthly
supplemental beneficiary premium’ are defined
in section 1854(a)(2).

‘“(d) COORDINATED ACUTE AND LONG-TERM
CARE BENEFITS UNDER A MEDICARE+CHOICE
PLAN.—Nothing in this part shall be construed
as preventing a State from coordinating benefits
under a medicaid plan under title XIX with
those provided under a Medicare+Choice plan
in a manner that assures continuity of a full-
range of acute care and long-term care services
to poor elderly or disabled individuals eligible
for benefits under this title and under such
plan.

‘“(e) RESTRICTION ON ENROLLMENT FOR CER-
TAIN MEDICARE+CHOICE PLANS.—

“(1) IN GENERAL.—INn the case of a
Medicare+Choice religious fraternal benefit soci-
ety plan described in paragraph (2), notwith-
standing any other provision of this part to the
contrary and in accordance with regulations of
the Secretary, the society offering the plan may
restrict the enrollment of individuals under this
part to individuals who are members of the
church, convention, or group described in para-
graph (3)(B) with which the society is affiliated.

““(2) MEDICARE+CHOICE RELIGIOUS FRATERNAL
BENEFIT SOCIETY PLAN DESCRIBED.—For pur-
poses of this subsection, a Medicare+Choice reli-
gious fraternal benefit society plan described in
this paragraph is a Medicare+Choice plan de-
scribed in section 1851(a)(2)(A) that—

““(A) is offered by a religious fraternal benefit
society described in paragraph (3) only to mem-
bers of the church, convention, or group de-
scribed in paragraph (3)(B); and

““(B) permits all such members to enroll under
the plan without regard to health status-related
factors.

Nothing in this subsection shall be construed as
waiving any plan requirements relating to fi-
nancial solvency.

““(3) RELIGIOUS FRATERNAL BENEFIT SOCIETY
DEFINED.—For purposes of paragraph (2)(A), a
‘religious fraternal benefit society’ described in
this section is an organization that—

““(A) is described in section 501(c)(8) of the In-
ternal Revenue Code of 1986 and is exempt from
taxation under section 501(a) of such Act;

“(B) is affiliated with, carries out the tenets
of, and shares a religious bond with, a church
or convention or association of churches or an
affiliated group of churches;

““(C) offers, in addition to a Medicare+Choice
religious fraternal benefit society plan, health
coverage to individuals not entitled to benefits
under this title who are members of such
church, convention, or group; and

‘“(D) does not impose any limitation on mem-
bership in the society based on any health sta-
tus-related factor.

““(4) PAYMENT ADJUSTMENT.—Under regula-
tions of the Secretary, in the case of individuals
enrolled under this part under a
Medicare+Choice religious fraternal benefit soci-
ety plan described in paragraph (2), the Sec-
retary shall provide for such adjustment to the
payment amounts otherwise established under
section 1854 as may be appropriate to assure an
appropriate payment level, taking into account
the actuarial characteristics and experience of
such individuals.”.

SEC. 4002. TRANSITIONAL RULES FOR CURRENT
MEDICARE HMO PROGRAM.

(a) AUTHORIZING TRANSITIONAL WAIVER OF
50:50 RULE.—Section 1876(f) (42 U.S.C.
1395mm(f)) is amended—

(1) in paragraph (1)—

(A) by striking ‘“Each’ and inserting ‘‘For
contract periods beginning before January 1,
1999, each’’; and

(B) by striking ‘“‘or under a State plan ap-
proved under title XI1X"’;
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(2) in paragraph (2), by striking “The Sec-
retary’” and inserting ‘‘Subject to paragraph (4),
the Secretary”’, and

(3) by adding at the end the following:

““(4) Effective for contract periods beginning
after December 31, 1996, the Secretary may
waive or modify the requirement imposed by
paragraph (1) to the extent the Secretary finds
that it is in the public interest.”.

(b) TRANSITION.—

(1) RISK-SHARING CONTRACTS.—Section 1876 (42
U.S.C. 1395mm) is amended by adding at the end
the following new subsections:

““(k)(1) Except as provided in paragraph (2)—

“(A) on or after the date standards for
Medicare+Choice organizations and plans are
first established under section 1856(b)(1), the
Secretary shall not enter into any risk-sharing
contract under this section with an eligible or-
ganization; and

“(B) for any contract year beginning on or
after January 1, 1999, the Secretary shall not
renew any such contract.

“(2) An individual who is enrolled in part B
only and is enrolled in an eligible organization
with a risk-sharing contract under this section
on December 31, 1998, may continue enrollment
in such organization in accordance with regula-
tions described in section 1856(b)(1).

““(3) Notwithstanding subsection (a), the Sec-
retary shall provide that payment amounts
under risk-sharing contracts under this section
for months in a year (beginning with January
1998) shall be computed—

“(A) with respect to individuals entitled to
benefits under both parts A and B, by substitut-
ing payment rates under section 1853(a) for the
payment rates otherwise established under sec-
tion 1876(a), and

““(B) with respect to individuals only entitled
to benefits under part B, by substituting an ap-
propriate proportion of such rates (reflecting the
relative proportion of payments under this title
attributable to such part) for the payment rates
otherwise established under subsection (a).

““(4) The following requirements shall apply to
eligible organizations with risk-sharing con-
tracts under this section in the same manner as
they apply to Medicare+Choice organizations
under part C:

“(A) Data collection requirements under sec-
tion 1853(a)(3)(B).

“(B) Restrictions on imposition of premium
taxes under section 1854(g) in relating to pay-
ments to such organizations under this section.

““(C) The requirement to accept enrollment of
new enrollees during November 1998 under sec-
tion 1851(e)(6).

‘(D) Payments under section 1857(e)(2).”".

(2) REASONABLE COST CONTRACTS.—

(A) PHASE OUT OF CONTRACTS.—Section
1876(h) (42 U.S.C. 1395mm(h)) is amended by
adding at the end the following:

“(5)(A) After the date of the enactment of this
paragraph, the Secretary may not enter into a
reasonable cost reimbursement contract under
this subsection (if the contract is not in effect as
of such date), except for a contract with an eli-
gible organization which, immediately previous
to entering into such contract, had an agree-
ment in effect under section 1833(a)(1)(A).

“(B) The Secretary may not extend or renew
a reasonable cost reimbursement contract under
this subsection for any period beyond December
31, 2002.”.

(B) REPORT ON IMPACT.—By not later than
January 1, 2001, the Secretary of Health and
Human Services shall submit to Congress a re-
port that analyzes the potential impact of termi-
nation of reasonable cost reimbursement con-
tracts, pursuant to the amendment made by sub-
paragraph (A), on medicare beneficiaries en-
rolled under such contracts and on the medicare
program. The report shall include such rec-
ommendations regarding any extension or tran-
sition with respect to such contracts as the Sec-
retary deems appropriate.

(c) ENROLLMENT TRANSITION RULE.—AnN indi-
vidual who is enrolled on December 31, 1998,
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with an eligible organization under section 1876
of the Social Security Act (42 U.S.C. 1395mm)
shall be considered to be enrolled with that or-
ganization on January 1, 1999, under part C of
title XVIII of such Act if that organization has
a contract under that part for providing services
on January 1, 1999 (unless the individual has
disenrolled effective on that date).

(d) ADVANCE DIRECTIVES.—Section 1866(f) (42
U.S.C. 1395cc(f)) is amended—

(1) in paragraph (1)—

(A) by inserting “1855(i),”” after ‘1833(s),”,
and

(B) by inserting “‘, Medicare+Choice organiza-
tion,”” after “‘provider of services’’; and

(2) in paragraph (2)(E), by inserting ‘“‘or a
Medicare+Choice organization’ after ‘‘section
1833(a)(1)(A)™.

(e) EXTENSION OF PROVIDER REQUIREMENT.—
Section 1866(a)(1)(0O) (42 U.S.C. 1395cc(a)(1)(0))
is amended—

(1) by striking ‘‘in the case of hospitals and
skilled nursing facilities,””;

(2) by striking ‘‘inpatient hospital and ex-
tended care’’;

(3) by inserting “with a Medicare+Choice or-
ganization under part C or”’ after ‘‘any individ-
ual enrolled’”;

(4) by striking ““(in the case of hospitals) or
limits (in the case of skilled nursing facilities)’’;
and

(5) by inserting ‘“(less any payments under
sections 1886(d)(11) and 1886(h)(3)(D))” after
“‘under this title”.

(f) ADDITIONAL CONFORMING CHANGES.—

(1) CONFORMING REFERENCES TO PREVIOUS
PART C.—Any reference in law (in effect before
the date of the enactment of this Act) to part C
of title XVIII of the Social Security Act is
deemed a reference to part D of such title (as in
effect after such date).

(2) SECRETARIAL SUBMISSION OF LEGISLATIVE
PROPOSAL.—Not later than 6 months after the
date of the enactment of this Act, the Secretary
of Health and Human Services shall submit to
the appropriate committees of Congress a legis-
lative proposal providing for such technical and
conforming amendments in the law as are re-
quired by the provisions of this chapter.

(g9) IMMEDIATE EFFECTIVE DATE FOR CERTAIN
REQUIREMENTS FOR DEMONSTRATIONS.—Section
1857(e)(2) of the Social Security Act (requiring
contribution to certain costs related to the en-
rollment process comparative materials) applies
to demonstrations with respect to which enroll-
ment is effected or coordinated under section
1851 of such Act.

(h) TRANSITION RULE FOR PSO ENROLL-
MENT.—In applying subsection (g)(1) of section
1876 of the Social Security Act (42 U.S.C.
1395mm) to a risk-sharing contract entered into
with an eligible organization that is a provider-
sponsored organization (as defined in section
1855(d)(1) of such Act, as inserted by section
5001) for a contract year beginning on or after
January 1, 1998, there shall be substituted for
the minimum number of enrollees provided
under such section the minimum number of en-
rollees permitted under section 1857(b)(1) of such
Act (as so inserted).

(i) PUBLICATION OF NEW CAPITATION RATES.—
Not later than 4 weeks after the date of the en-
actment of this Act, the Secretary of Health and
Human Services shall announce the annual
Medicare+Choice capitation rates for 1998 under
section 1853(b) of the Social Security Act.

() ELIMINATION OF HEALTH CARE PREPAY-
MENT PLAN OPTION FOR ENTITIES ELIGIBLE TO
PARTICIPATE AS MANAGED CARE ORGANIZA-
TION.—

(1) ELIMINATION OF OPTION.—

(A) IN GENERAL.—Section 1833(a)(1)(A) (42
U.S.C. 1395I(a)(1)(A)) is amended by inserting
““‘(and either is sponsored by a union or em-
ployer, or does not provide, or arrange for the
provision of, any inpatient hospital services)”’
after “‘prepayment basis”.

(B) EFFECTIVE DATE.—The amendment made
by subparagraph (A) applies to new contracts
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entered into after the date of enactment of this
Act and, with respect to contracts in effect as of
such date, shall apply to payment for services
furnished after December 31, 1998.

(2) MEDIGAP CONFORMING AMENDMENT.—Ef-
fective January 1, 1999, section 1882(g)(1) (42
U.S.C. 1395ss(g)(1)) is amended by striking *‘,
during the period beginning on the date speci-
fied in subsection (p)(1)(C) and ending on De-
cember 31, 1995,”.

SEC. 4003. CONFORMING CHANGES IN MEDIGAP
PROGRAM.

(a) CONFORMING AMENDMENTS TO
MEDICARE+CHOICE CHANGES.—

(1) IN GENERAL.—Section 1882(d)(3)(A)(i) (42
U.S.C. 1395ss(d)(3)(A)(i)) is amended—

(A) in the matter before subclause (1), by in-
serting ‘‘(including an individual electing a
Medicare+Choice plan under section 1851)”
after “‘of this title’’; and

(B) in subclause (11)—

(i) by inserting ‘“‘in the case of an individual
not electing a Medicare+Choice plan’ after
“@n”, and

(ii) by inserting before the comma at the end
the following: ““or in the case of an individual
electing a Medicare+Choice plan, a medicare
supplemental policy with knowledge that the
policy duplicates health benefits to which the
individual is otherwise entitled under the
Medicare+Choice plan or under another medi-
care supplemental policy”.

(@3) CONFORMING AMENDMENTS.—Section
1882(d)(3)(B)(i)(I) (42 U.S.C.
1395ss(d)(3)(B)(i)(1)) is amended by inserting
“(including any Medicare+Choice plan)” after
““health insurance policies’’.

(3) MEDICARE+CHOICE PLANS NOT TREATED AS
MEDICARE SUPPLEMENTARY POLICIES.—Section
1882(g)(1) (42 U.S.C. 1395ss(g)(1)) is amended by
inserting ‘‘or a Medicare+Choice plan or’ after
‘‘does not include’’.

(b) ADDITIONAL RULES RELATING TO INDIVID-
UALS ENROLLED IN MSA PLANS AND PRIVATE
FEE-FOR-SERVICE ~PLANS.—Section 1882 (42
U.S.C. 1395ss) is further amended by adding at
the end the following new subsection:

“(u)(1) It is unlawful for a person to sell or
issue a policy described in paragraph (2) to an
individual with knowledge that the individual
has in effect under section 1851 an election of an
MSA plan or a Medicare+Choice private fee-for-
service plan.

“(2)(A) A policy described in this subpara-
graph is a health insurance policy (other than
a policy described in subparagraph (B)) that
provides for coverage of expenses that are other-
wise required to be counted toward meeting the
annual deductible amount provided under the
MSA plan.

““(B) A policy described in this subparagraph
is any of the following:

““(i) A policy that provides coverage (whether
through insurance or otherwise) for accidents,
disability, dental care, vision care, or long-term
care.

““(ii) A policy of insurance to which substan-
tially all of the coverage relates to—

“(1) liabilities incurred under workers’ com-
pensation laws,

“(10) tort liabilities,

(1) liabilities relating to ownership or use
of property, or

“(IV) such other similar liabilities as the Sec-
retary may specify by regulations.

““(iii) A policy of insurance that provides cov-
erage for a specified disease or illness.

““(iv) A policy of insurance that pays a fixed
amount per day (or other period) of hospitaliza-
tion.”.

Subchapter B—Special Rules for

Medicare+Choice Medical Savings Accounts
SEC. 4006. MEDICARE+CHOICE MSA.

(a) IN GENERAL.—Part 111 of subchapter B of
chapter 1 of the Internal Revenue Code of 1986
(relating to amounts specifically excluded from
gross income) is amended by redesignating sec-
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tion 138 as section 139 and by inserting after
section 137 the following new section:
“SEC. 138. MEDICARE+CHOICE MSA.

““(a) EXCLUSION.—Gross income shall not in-
clude any payment to the Medicare+Choice
MSA of an individual by the Secretary of
Health and Human Services under part C of title
XVI1I of the Social Security Act.

““(b) MEDICARE+CHOICE MSA.—For purposes
of this section, the term ‘Medicare+Choice MSA’
means a medical savings account (as defined in
section 220(d))—

“(1) which is
Medicare+Choice MSA,

““(2) with respect to which no contribution
may be made other than—

““(A) a contribution made by the Secretary of
Health and Human Services pursuant to part C
of title XVI11 of the Social Security Act, or

“(B) a trustee-to-trustee transfer described in
subsection (c)(4),

““(3) the governing instrument of which pro-
vides that trustee-to-trustee transfers described
in subsection (c)(4) may be made to and from
such account, and

““(4) which is established in connection with
an MSA plan described in section 1859(b)(3) of
the Social Security Act.

““(c) SPECIAL RULES FOR DISTRIBUTIONS.—

““(1) DISTRIBUTIONS FOR QUALIFIED MEDICAL
EXPENSES.—In applying section 220 to a
Medicare+Choice MSA—

“(A) qualified medical expenses shall not in-
clude amounts paid for medical care for any in-
dividual other than the account holder, and

““(B) section 220(d)(2)(C) shall not apply.

““(2) PENALTY FOR DISTRIBUTIONS FROM
MEDICARE+CHOICE MSA NOT USED FOR QUALIFIED
MEDICAL EXPENSES IF MINIMUM BALANCE NOT
MAINTAINED.—

“(A) IN GENERAL.—The tax imposed by this
chapter for any taxable year in which there is
a payment or distribution from a
Medicare+Choice MSA which is not used exclu-
sively to pay the qualified medical expenses of
the account holder shall be increased by 50 per-
cent of the excess (if any) of—

‘(i) the amount of such payment or distribu-
tion, over

““(ii) the excess (if any) of—

““(I) the fair market value of the assets in such
MSA as of the close of the calendar year preced-
ing the calendar year in which the taxable year
begins, over

“(11) an amount equal to 60 percent of the de-
ductible under the Medicare+Choice MSA plan
covering the account holder as of January 1 of
the calendar year in which the taxable year be-
gins.

Section 220(f)(4) shall not apply to any payment
or distribution from a Medicare+Choice MSA.

“(B) EXCEPTIONS.—Subparagraph (A) shall
not apply if the payment or distribution is made
on or after the date the account holder—

““(i) becomes disabled within the meaning of
section 72(m)(7), or

““(ii) dies.

““(C) SPECIAL RULES.—For purposes of sub-
paragraph (A)—

““(i) all Medicare+Choice MSAs of the account
holder shall be treated as 1 account,

“(ii) all payments and distributions not used
exclusively to pay the qualified medical ex-
penses of the account holder during any taxable
year shall be treated as 1 distribution, and

“(iii) any distribution of property shall be
taken into account at its fair market value on
the date of the distribution.

““(3) WITHDRAWAL OF ERRONEOUS CONTRIBU-
TIONS.—Section 220(f)(2) and paragraph (2) of
this subsection shall not apply to any payment
or distribution from a Medicare+Choice MSA to
the Secretary of Health and Human Services of
an erroneous contribution to such MSA and of
the net income attributable to such contribution.

““(4) TRUSTEE-TO-TRUSTEE TRANSFERS.—Sec-
tion 220(f)(2) and paragraph (2) of this sub-
section shall not apply to any trustee-to-trustee

designated as a
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transfer from a Medicare+Choice MSA of an ac-
count holder to another Medicare+Choice MSA
of such account holder.

““(d) SPECIAL RULES FOR TREATMENT OF AcC-
COUNT AFTER DEATH OF ACCOUNT HOLDER.—In
applying section 220(f)(8)(A) to an account
which was a Medicare+Choice MSA of a dece-
dent, the rules of section 220(f) shall apply in
lieu of the rules of subsection (c) of this section
with respect to the spouse as the account holder
of such Medicare+Choice MSA.

“(e) REPORTS.—In the case of a
Medicare+Choice MSA, the report under section
220(h)—

““(1) shall include the fair market value of the
assets in such Medicare+Choice MSA as of the
close of each calendar year, and

““(2) shall be furnished to the account hold-
er—

“(A) not later than January 31 of the cal-
endar year following the calendar year to which
such reports relate, and

“(B) in such manner as the Secretary pre-
scribes in such regulations.

““(f) COORDINATION WITH LIMITATION ON NUM-
BER OF TAXPAYERS HAVING MEDICAL SAVINGS
ACCOUNTS.—Subsection (i) of section 220 shall
not apply to an individual with respect to a
Medicare+Choice MSA, and Medicare+Choice
MSA’s shall not be taken into account in deter-
mining whether the numerical limitations under
section 220(j) are exceeded.”.

(b) TECHNICAL AMENDMENTS.—

(1) The last sentence of section 4973(d) of such
Code is amended by inserting ‘‘or section
138(c)(3)’" after “‘section 220(f)(3)"".

(2) Subsection (b) of section 220 of such Code
is amended by adding at the end the following
new paragraph:

“(7) MEDICARE ELIGIBLE INDIVIDUALS.—The
limitation under this subsection for any month
with respect to an individual shall be zero for
the first month such individual is entitled to
benefits under title XVIII of the Social Security
Act and for each month thereafter.”.

(3) The table of sections for part 11l of sub-
chapter B of chapter 1 of such Code is amended
by striking the last item and inserting the fol-
lowing:

““‘Sec. 138. Medicare+Choice MSA.
‘‘Sec. 139. Cross references to other Acts.”.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1998.

CHAPTER 2—DEMONSTRATIONS

Subchapter A—Medicare+Choice Competitive
Pricing Demonstration Project
SEC. 4011. MEDICARE PREPAID COMPETITIVE
PRICING DEMONSTRATION
PROJECT.

(a) ESTABLISHMENT OF PROJECT.—The Sec-
retary of Health and Human Services (in this
subchapter referred to as the ““Secretary’’) shall
establish a demonstration project (in this sub-
chapter referred to as the ‘‘project’’) under
which payments to Medicare+Choice organiza-
tions in medicare payment areas in which the
project is being conducted are determined in ac-
cordance with a competitive pricing methodol-
ogy established under this subchapter.

(b) DESIGNATION OF 7 MEDICARE PAYMENT
AREAS COVERED BY PROJECT.—

(1) IN GENERAL.—The Secretary shall des-
ignate, in accordance with the recommendations
of the Competitive Pricing Advisory Committee
under paragraphs (2) and (3), medicare payment
areas as areas in which the project under this
subchapter will be conducted. In this section,
the term ““‘Competitive Pricing Advisory Commit-
tee’” means the Competitive Pricing Advisory
Committee established under section 4012(a).

(2) INITIAL DESIGNATION OF 4 AREAS.—

(A) IN GENERAL.—The Competitive Pricing Ad-
visory Committee shall recommend to the Sec-
retary, consistent with subparagraph (B), the
designation of 4 specific areas as medicare pay-
ment areas to be included in the project. Such
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recommendations shall be made in a manner so
as to ensure that payments under the project in
2 such areas will begin on January 1, 1999, and
in 2 such areas will begin on January 1, 2000.

(B) LOCATION OF DESIGNATION.—Of the 4
areas recommended under subparagraph (A), 3
shall be in urban areas and 1 shall be in a rural
area.

(3) DESIGNATION OF ADDITIONAL 3 AREAS.—Not
later than December 31, 2001, the Competitive
Pricing Advisory Committee may recommend to
the Secretary the designation of up to 3 addi-
tional, specific medicare payment areas to be in-
cluded in the project.

(c) PROJECT IMPLEMENTATION.—

(1) IN GENERAL.—Subject to paragraph (2), the
Secretary shall for each medicare payment area
designated under subsection (b)—

(A) in accordance with the recommendations
of the Competitive Pricing Advisory Committee—

(i) establish the benefit design among plans
offered in such area, and

(ii) structure the method for selecting plans
offered in such area; and

(B) in consultation with such Committee—

(i) establish methods for setting the price to be
paid to plans, including, if the Secretaries deter-
mines appropriate, the rewarding and penaliz-
ing of Medicare+Choice plans in the area on the
basis of the attainment of, or failure to attain,
applicable quality standards, and

(ii) provide for the collection of plan informa-
tion (including information concerning quality
and access to care), the dissemination of infor-
mation, and the methods of evaluating the re-
sults of the project.

(2) CONSULTATION.—The Secretary shall take
into account the recommendations of the area
advisory committee established in section
4012(b), in implementing a project design for any
area, except that no modifications may be made
in the project design without consultation with
the Competitive Pricing Advisory Committee. In
no case may the Secretary change the designa-
tion of an area based on recommendations of
any area advisory committee.

(d) MONITORING AND REPORT.—

(1) MONITORING IMPACT.—Taking into consid-
eration the recommendations of the Competitive
Pricing Advisory Committee and the area advi-
sory committees, the Secretary shall closely
monitor and measure the impact of the project
in the different areas on the price and quality
of, and access to, medicare covered services,
choice of health plans, changes in enrollment,
and other relevant factors.

(2) ReEPORT.—Not later than December 31,
2002, the Secretary shall submit to Congress a
report on the progress under the project under
this subchapter, including a comparison of the
matters monitored under paragraph (1) among
the different designated areas. The report may
include any legislative recommendations for ex-
tending the project to the entire medicare popu-
lation.

(e) WAIVER AUTHORITY.—The Secretary of
Health and Human Services may waive such re-
quirements of title XVIII of the Social Security
Act (as amended by this Act) as may be nec-
essary for the purposes of carrying out the
project.

(f) RELATIONSHIP TO OTHER AUTHORITY.—EX-
cept pursuant to this subchapter, the Secretary
of Health and Human Services may not conduct
or continue any medicare demonstration project
relating to payment of health maintenance or-
ganizations, Medicare+Choice organizations, or
similar prepaid managed care entities on the
basis of a competitive bidding process or pricing
system described in subsection (a).

(g9) NO ADDITIONAL COSTS TO MEDICARE PRO-
GRAM.—The aggregate payments to
Medicare+Choice organizations under the
project for any designated area for a fiscal year
may not exceed the aggregate payments to such
organizations that would have been made under
title XVI1I11 of the Social Security Act (42 U.S.C.
1395 et seq.), as amended by section 4001, if the
project had not been conducted.

H6051

(h) DEFINITIONS.—ANy term used in this sub-
chapter which is also used in part C of title
XVIII of the Social Security Act, as amended by
section 4001, shall have the same meaning as
when used in such part.

SEC. 4012. ADVISORY COMMITTEES.

(a) COMPETITIVE PRICING ADVISORY COMMIT-
TEE.—

(1) IN GENERAL.—Before implementing the
project under this subchapter, the Secretary
shall appoint the Competitive Pricing Advisory
Committee, including independent actuaries, in-
dividuals with expertise in competitive health
plan pricing, and an employee of the Office of
Personnel Management with expertise in the ad-
ministration of the Federal Employees Health
Benefit Program, to make recommendations to
the Secretary concerning the designation of
areas for inclusion in the project and appro-
priate research design for implementing the
project.

(2) INITIAL RECOMMENDATIONS.—The Competi-
tive Pricing Advisory Committee initially shall
submit recommendations regarding the area se-
lection, benefit design among plans offered,
structuring choice among health plans offered,
methods for setting the price to be paid to plans,
collection of plan information (including infor-
mation concerning quality and access to care),
information dissemination, and methods of eval-
uating the results of the project.

(3) QUALITY RECOMMENDATION.—The Competi-
tive Pricing Advisory Committee shall study and
make recommendations regarding the feasibility
of providing financial incentives and penalties
to plans operating under the project that meet,
or fail to meet, applicable quality standards.

(4) ADVICE DURING IMPLEMENTATION.—Upon
implementation of the project, the Competitive
Pricing Advisory Committee shall continue to
advise the Secretary on the application of the
design in different areas and changes in the
project based on experience with its operations.

(5) SUNSET.—The Competitive Pricing Advi-
sory Committee shall terminate on December 31,
2004.

(b) APPOINTMENT OF AREA ADVISORY COMMIT-
TEE.—Upon the designation of an area for in-
clusion in the project, the Secretary shall ap-
point an area advisory committee, composed of
representatives of health plans, providers, and
medicare beneficiaries in the area, to advise the
Secretary concerning how the project will be im-
plemented in the area. Such advice may include
advice concerning the marketing and pricing of
plans in the area and other salient factors. The
duration of such a committee for an area shall
be for the duration of the operation of the
project in the area.

(c) SPECIAL APPLICATION.—Notwithstanding
section 9(c) of the Federal Advisory Committee
Act (5 U.S.C. App.), the Competitive Pricing Ad-
visory Commission and any area advisory com-
mittee (described in subsection (b)) may meet as
soon as the members of the commission or com-
mittee, respectively, are appointed.

Subchapter B—Social Health Maintenance
Organizations
SEC. 4014. SOCIAL HEALTH MAINTENANCE ORGA-
NIZATIONS (SHMOS).

(a) EXTENSION OF DEMONSTRATION PROJECT
AUTHORITIES.—Section 4018(b) of the Omnibus
Budget Reconciliation Act of 1987 is amended—

(1) in paragraph (1), by striking 1997’ and
inserting ‘2000”’, and

(2) in paragraph (4), by striking ‘1998’ and
inserting ‘2001"".

(b) EXPANSION OF CAP.—Section 13567(c) of
the Omnibus Budget Reconciliation Act of 1993
is amended by striking ‘“12,000” and inserting
‘36,0007,

(c) REPORT ON
TION.—

(1) IN GENERAL.—The Secretary of Health and
Human Services shall submit to Congress, by not
later than January 1, 1999, a plan for the inte-
gration of health plans offered by social health
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maintenance organizations (including SHMO 1|
and SHMO 11 sites developed under section 2355
of the Deficit Reduction Act of 1984 and under
the amendment made by section 4207(b)(3)(B)(i)
of OBRA-1990, respectively) and similar plans
as an option under the Medicare+Choice pro-
gram under part C of title XVIII of the Social
Security Act.

(2) PROVISION FOR TRANSITION.—Such plan
shall include a transition for social health
maintenance organizations operating under
demonstration project authority under such sec-
tion.

(3) PAYMENT PoOLICY.—The report shall also
include recommendations on appropriate pay-
ment levels for plans offered by such organiza-
tions, including an analysis of the application
of risk adjustment factors appropriate to the
population served by such organizations.

Subchapter C—Medicare Subvention
Demonstration Project for Military Retirees
SEC. 4015. MEDICARE SUBVENTION DEMONSTRA-
TION PROJECT FOR MILITARY RE-

TIREES.

(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395
et seq.) (as amended by sections 4603 and 4801)
is amended by adding at the end the following:

‘“‘MEDICARE SUBVENTION DEMONSTRATION
PROJECT FOR MILITARY RETIREES

““‘SEC. 1896. (a) DEFINITIONS.—In this section:

““(1) ADMINISTERING SECRETARIES.—The term
‘administering Secretaries’ means the Secretary
and the Secretary of Defense acting jointly.

““(2) DEMONSTRATION PROJECT; PROJECT.—The
terms ‘demonstration project’ and ‘project’ mean
the demonstration project carried out under this
section.

““(3) DESIGNATED PROVIDER.—The term ‘des-
ignated provider’ has the meaning given that
term in section 721(5) of the National Defense
Authorization Act For Fiscal Year 1997 (Public
Law 104-201; 110 Stat. 2593; 10 U.S.C. 1073 note).

““(4) MEDICARE-ELIGIBLE MILITARY RETIREE OR
DEPENDENT.—The term ‘medicare-eligible mili-
tary retiree or dependent’ means an individual
described in section 1074(b) or 1076(b) of title 10,
United States Code, who—

“(A) would be eligible for health benefits
under section 1086 of such title by reason of sub-
section (c)(1) of such section 1086 but for the op-
eration of subsection (d) of such section 1086;

“(B)(i) is entitled to benefits under part A of
this title; and

“(ii) if the individual was entitled to such
benefits before July 1, 1997, received health care
items or services from a health care facility of
the uniformed services before that date, but
after becoming entitled to benefits under part A
of this title;

“(C) is enrolled for benefits under part B of
this title; and

““(D) has attained age 65.

““(5) MEDICARE HEALTH CARE SERVICES.—The
term ‘medicare health care services’ means items
or services covered under part A or B of this
title.

““(6) MILITARY TREATMENT FACILITY.—The
term ‘military treatment facility’ means a facil-
ity referred to in section 1074(a) of title 10, Unit-
ed States Code.

“(7) TRICARE.—The term ‘TRICARE’ has the
same meaning as the term ‘TRICARE program’
under section 711 of the National Defense Au-
thorization Act for Fiscal Year 1996 (10 U.S.C.
1073 note).

““(8) TRUST FUNDS.—The term ‘trust funds’
means the Federal Hospital Insurance Trust
Fund established in section 1817 and the Federal
Supplementary Medical Insurance Trust Fund
established in section 1841.

““(b) DEMONSTRATION PROJECT.—

““(1) IN GENERAL.—

““(A) ESTABLISHMENT.—The administering Sec-
retaries are authorized to establish a demonstra-
tion project (under an agreement entered into by
the administering Secretaries) under which the
Secretary shall reimburse the Secretary of De-
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fense, from the trust funds, for medicare health
care services furnished to certain medicare-eligi-
ble military retirees or dependents in a military
treatment facility or by a designated provider.

‘“(B) AGREEMENT.—The agreement entered
into under subparagraph (A) shall include at a
minimum—

‘(i) a description of the benefits to be pro-
vided to the participants of the demonstration
project established under this section;

‘(i) a description of the eligibility rules for
participation in the demonstration project, in-
cluding any cost sharing requirements;

““(iii) a description of how the demonstration
project will satisfy the requirements under this
title;

““(iv) a description of the sites selected under
paragraph (2);

““(v) a description of how reimbursement re-
quirements under subsection (i) and mainte-
nance of effort requirements under subsection (j)
will be implemented in the demonstration
project;

‘“(vi) a statement that the Secretary shall
have access to all data of the Department of De-
fense that the Secretary determines is necessary
to conduct independent estimates and audits of
the maintenance of effort requirement, the an-
nual reconciliation, and related matters re-
quired under the demonstration project;

““(vii) a description of any requirement that
the Secretary waives pursuant to subsection (d);
and

““(viii) a certification, provided after review by
the administering Secretaries, that any entity
that is receiving payments by reason of the dem-
onstration project has sufficient—

“(1) resources and expertise to provide, con-
sistent with payments under subsection (i), the
full range of benefits required to be provided to
beneficiaries under the project; and

“(11) information and billing systems in place
to ensure the accurate and timely submission of
claims for benefits and to ensure that providers
of services, physicians, and other health care
professionals are reimbursed by the entity in a
timely and accurate manner.

““(2) NUMBER OF SITES.—The project estab-
lished under this section shall be conducted in
no more than 6 sites, designated jointly by the
administering Secretaries after review of all
TRICARE regions.

““(3) RESTRICTION.—No0 new military treatment
facilities will be built or expanded with funds
from the demonstration project.

‘“(4) DURATION.—The administering Secretar-
ies shall conduct the demonstration project dur-
ing the 3-year period beginning on January 1,
1998.

““(5) REPORT.—At least 60 days prior to the
commencement of the demonstration project, the
administering Secretaries shall submit a copy of
the agreement entered into under paragraph (1)
to the committees of jurisdiction under this title.

*“(c) CREDITING OF PAYMENTS.—A payment re-
ceived by the Secretary of Defense under the
demonstration project shall be credited to the
applicable Department of Defense medical ap-
propriation (and within that appropriation).
Any such payment received during a fiscal year
for services provided during a prior fiscal year
may be obligated by the Secretary of Defense
during the fiscal year during which the pay-
ment is received.

““(d) WAIVER OF CERTAIN MEDICARE REQUIRE-
MENTS.—

““(1) AUTHORITY.—

“(A) IN GENERAL.—Except as provided under
subparagraph (B), the demonstration project
shall meet all requirements of Medicare+Choice
plans under part C of this title and regulations
pertaining thereto, and other requirements for
receiving medicare payments, except that the
prohibition of payments to Federal providers of
services under sections 1814(c) and 1835(d), and
paragraphs (2) and (3) of section 1862(a) shall
not apply.

‘“(B) WAIVER.—Except as provided in para-
graph (2), the Secretary is authorized to waive
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any requirement described under subparagraph
(A), or approve equivalent or alternative ways
of meeting such a requirement, but only if such
waiver or approval—

“(i) reflects the unique status of the Depart-
ment of Defense as an agency of the Federal
Government; and

““(ii) is necessary to carry out the demonstra-
tion project.

““(2) BENEFICIARY PROTECTIONS AND OTHER
MATTERS.—The demonstration project shall com-
ply with the requirements of part C of this title
that relate to beneficiary protections and other
matters, including such requirements relating to
the following areas:

“(A) Enrollment and disenrollment.

““(B) Nondiscrimination.

““(C) Information provided to beneficiaries.

““(D) Cost-sharing limitations.

““(E) Appeal and grievance procedures.

““(F) Provider participation.

““(G) Access to services.

““(H) Quality assurance and external review.

‘(1) Advance directives.

““(J) Other areas of beneficiary protections
that the Secretary determines are applicable to
such project.

““(e) INSPECTOR GENERAL.—Nothing in the
agreement entered into under subsection (b)
shall limit the Inspector General of the Depart-
ment of Health and Human Services from inves-
tigating any matters regarding the expenditure
of funds under this title for the demonstration
project, including compliance with the provi-
sions of this title and all other relevant laws.

“(f) VOLUNTARY PARTICIPATION.—Participa-
tion of medicare-eligible military retirees or de-
pendents in the demonstration project shall be
voluntary.

““(g9) TRICARE HEALTH CARE PLANS.—

““(1) MODIFICATION OF TRICARE CONTRACTS.—
In carrying out the demonstration project, the
Secretary of Defense is authorized to amend ex-
isting TRICARE contracts (including contracts
with designated providers) in order to provide
the medicare health care services to the medi-
care-eligible military retirees and dependents
enrolled in the demonstration project consistent
with part C of this title.

““(2) HEALTH CARE BENEFITS.—The administer-
ing Secretaries shall prescribe the minimum
health care benefits to be provided under such a
plan to medicare-eligible military retirees or de-
pendents enrolled in the plan. Those benefits
shall include at least all medicare health care
services covered under this title.

“(h) ADDITIONAL PLANS.—Notwithstanding
any provisions of title 10, United States Code,
the administering Secretaries may agree to in-
clude in the demonstration project any of the
Medicare+Choice plans described in section
1851(a)(2)(A), and such agreement may include
an agreement between the Secretary of Defense
and the Medicare+Choice organization offering
such plan to provide medicare health care serv-
ices to medicare-eligible military retirees or de-
pendents and for such Secretary to receive pay-
ments from such organization for the provision
of such services.

““(i) PAYMENTS BASED ON REGULAR MEDICARE
PAYMENT RATES.—

““(1) IN GENERAL.—Subject to the succeeding
provisions of this subsection, the Secretary shall
reimburse the Secretary of Defense for services
provided under the demonstration project at a
rate equal to 95 percent of the amount paid to
a Medicare+Choice organization under part C of
this title with respect to such an enrollee. In
cases in which a payment amount may not oth-
erwise be readily computed, the Secretary shall
establish rules for computing equivalent or com-
parable payment amounts.

““(2) EXCLUSION OF CERTAIN AMOUNTS.—In
computing the amount of payment under para-
graph (1), the following shall be excluded:

““(A) SPECIAL PAYMENTS.—ANy amount attrib-
utable to an adjustment under subparagraphs
(B) and (F) of section 1886(d)(5) and subsection
(h) of such section.
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““(B) PERCENTAGE OF CAPITAL PAYMENTS.—AN
amount determined by the administering Sec-
retaries for amounts attributable to payments
for capital-related costs under subsection (g) of
such section.

““(3) PERIODIC PAYMENTS FROM MEDICARE
TRUST FUNDS.—Payments under this subsection
shall be made—

““(A) on a periodic basis consistent with the
periodicity of payments under this title; and

““(B) in appropriate part, as determined by the
Secretary, from the trust funds.

““(4) CAP ON AMOUNT.—The aggregate amount
to be reimbursed under this subsection pursuant
to the agreement entered into between the ad-
ministering Secretaries under subsection (b)
shall not exceed a total of—

““(A) $50,000,000 for calendar year 1998;

““(B) $60,000,000 for calendar year 1999; and

““(C) $65,000,000 for calendar year 2000.

““(J) MAINTENANCE OF EFFORT.—

““(1) MONITORING EFFECT OF DEMONSTRATION
PROGRAM ON COSTS TO MEDICARE PROGRAM.—

“(A) IN GENERAL.—The administering Sec-
retaries, in consultation with the Comptroller
General, shall closely monitor the expenditures
made under the medicare program for medicare-
eligible military retirees or dependents during
the period of the demonstration project com-
pared to the expenditures that would have been
made for such medicare-eligible military retirees
or dependents during that period if the dem-
onstration project had not been conducted. The
agreement entered into by the administering
Secretaries under subsection (b) shall require
any participating military treatment facility to
maintain the level of effort for space available
care to medicare-eligible military retirees or de-
pendents.

“(B) ANNUAL REPORT BY THE COMPTROLLER
GENERAL.—Not later than December 31 of each
year during which the demonstration project is
conducted, the Comptroller General shall submit
to the administering Secretaries and the appro-
priate committees of Congress a report on the ex-
tent, if any, to which the costs of the Secretary
under the medicare program under this title in-
creased during the preceding fiscal year as a re-
sult of the demonstration project.

““(2) REQUIRED RESPONSE IN CASE OF INCREASE
IN COSTS.—

“(A) IN GENERAL.—If the administering Sec-
retaries find, based on paragraph (1), that the
expenditures under the medicare program under
this title increased (or are expected to increase)
during a fiscal year because of the demonstra-
tion project, the administering Secretaries shall
take such steps as may be needed—

“(i) to recoup for the medicare program the
amount of such increase in expenditures; and

‘(i) to prevent any such increase in the fu-
ture.

““(B) STEPS.—Such steps—

‘(i) under subparagraph (A)(i) shall include
payment of the amount of such increased ex-
penditures by the Secretary of Defense from the
current medical care appropriation of the De-
partment of Defense to the trust funds; and

““(ii) under subparagraph (A)(ii) shall include
suspending or terminating the demonstration
project (in whole or in part) or lowering the
amount of payment under subsection (i)(1).

“‘(k) EVALUATION AND REPORTS.—

““(1) INDEPENDENT EVALUATION.—The Comp-
troller General of the United States shall con-
duct an evaluation of the demonstration project,
and shall submit annual reports on the dem-
onstration project to the administering Secretar-
ies and to the committees of jurisdiction in the
Congress. The first report shall be submitted not
later than 12 months after the date on which the
demonstration project begins operation, and the
final report not later than 3% years after that
date. The evaluation and reports shall include
an assessment, based on the agreement entered
into under subsection (b), of the following:

““(A) Any savings or costs to the medicare pro-
gram under this title resulting from the dem-
onstration project.
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““(B) The cost to the Department of Defense of
providing care to medicare-eligible military retir-
ees and dependents under the demonstration
project.

““(C) A description of the effects of the dem-
onstration project on military treatment facility
readiness and training and the probable effects
of the project on overall Department of Defense
medical readiness and training.

‘(D) Any impact of the demonstration project
on access to care for active duty military per-
sonnel and their dependents.

“(E) An analysis of how the demonstration
project affects the overall accessibility of the
uniformed services treatment system and the
amount of space available for point-of-service
care, and a description of the unintended effects
(if any) upon the normal treatment priority sys-
tem.

““(F) Compliance by the Department of De-
fense with the requirements under this title.

““(G) The number of medicare-eligible military
retirees and dependents opting to participate in
the demonstration project instead of receiving
health benefits through another health insur-
ance plan (including benefits under this title).

“(H) A list of the health insurance plans and
programs that were the primary payers for medi-
care-eligible military retirees and dependents
during the year prior to their participation in
the demonstration project and the distribution
of their previous enrollment in such plans and
programs.

“(1) Any impact of the demonstration project
on private health care providers and bene-
ficiaries under this title that are not enrolled in
the demonstration project.

“(J) An assessment of the access to care and
quality of care for medicare-eligible military re-
tirees and dependents under the demonstration
project.

“(K) An analysis of whether, and in what
manner, easier access to the uniformed services
treatment system affects the number of medi-
care-eligible military retirees and dependents re-
ceiving medicare health care services.

“(L) Any impact of the demonstration project
on the access to care for medicare-eligible mili-
tary retirees and dependents who did not enroll
in the demonstration project and for other indi-
viduals entitled to benefits under this title.

‘(M) A description of the difficulties (if any)
experienced by the Department of Defense in
managing the demonstration project and
TRICARE contracts.

“(N) Any additional elements specified in the
agreement entered into under subsection (b).

““(O) Any additional elements that the Comp-
troller General of the United States determines
is appropriate to assess regarding the dem-
onstration project.

““(2) REPORT ON EXTENSION AND EXPANSION OF
DEMONSTRATION PROJECT.—Not later than 6
months after the date of the submission of the
final report by the Comptroller General of the
United States under paragraph (1), the admin-
istering Secretaries shall submit to Congress a
report containing their recommendation as to—

““(A) whether there is a cost to the health care
program under this title in conducting the dem-
onstration project, and whether the demonstra-
tion project could be expanded without there
being a cost to such health care program or to
the Federal Government;

“(B) whether to extend the demonstration
project or make the project permanent; and

““(C) whether the terms and conditions of the
project should be continued (or modified) if the
project is extended or expanded.”.

(b) IMPLEMENTATION PLAN FOR VETERANS
SUBVENTION.—Not later than 12 months after
the start of the demonstration project, the Sec-
retary of Health and Human Services and the
Secretary of Veterans Affairs shall jointly sub-
mit to Congress a detailed implementation plan
for a subvention demonstration project (that fol-
lows the model of the demonstration project con-
ducted under section 1896 of the Social Security
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Act (as added by subsection (a)) to begin in 1999
for veterans (as defined in section 101 of title 38,
United States Code) that are eligible for benefits
under title XVI1I1 of the Social Security Act.
Subchapter D—Other Projects
SEC. 4016. MEDICARE COORDINATED CARE DEM-
ONSTRATION PROJECT.

(a) DEMONSTRATION PROJECTS.—

(1) IN GENERAL.—The Secretary of Health and
Human Services (in this section referred to as
the “‘Secretary’”) shall conduct demonstration
projects for the purpose of evaluating methods,
such as case management and other models of
coordinated care, that—

(A) improve the quality of items and services
provided to target individuals; and

(B) reduce expenditures under the medicare
program under title XVII1I of the Social Security
Act (42 U.S.C. 1395 et seq.) for items and services
provided to target individuals.

(2) TARGET INDIVIDUAL DEFINED.—In this sec-
tion, the term ‘“‘target individual’’ means an in-
dividual that has a chronic illness, as defined
and identified by the Secretary, and is enrolled
under the fee-for-service program under parts A
and B of title XVIII of the Social Security Act
(42 U.S.C. 1395c et seq.; 1395j et seq.).

(b) PROGRAM DESIGN.—

(1) INITIAL DESIGN.—The Secretary shall
evaluate best practices in the private sector of
methods of coordinated care for a period of 1
year and design the demonstration project based
on such evaluation.

(2) NUMBER AND PROJECT AREAS.—Not later
than 2 years after the date of enactment of this
Act, the Secretary shall implement at least 9
demonstration projects, including—

(A) 5 projects in urban areas;

(B) 3 projects in rural areas; and

(C) 1 project within the District of Columbia
which is operated by a nonprofit academic medi-
cal center that maintains a National Cancer In-
stitute certified comprehensive cancer center.

(3) EXPANSION OF PROJECTS; IMPLEMENTATION
OF DEMONSTRATION PROJECT RESULTS.—

(A) EXPANSION OF PROJECTS.—If the initial re-
port under subsection (c) contains an evaluation
that demonstration projects—

(i) reduce expenditures under the medicare
program; or

(i) do not increase expenditures under the
medicare program and increase the quality of
health care services provided to target individ-
uals and satisfaction of beneficiaries and health
care providers;
the Secretary shall continue the existing dem-
onstration projects and may expand the number
of demonstration projects.

(B) IMPLEMENTATION OF DEMONSTRATION
PROJECT RESULTS.—If a report under subsection
(c) contains an evaluation as described in sub-
paragraph (A), the Secretary may issue regula-
tions to implement, on a permanent basis, the
components of the demonstration project that
are beneficial to the medicare program.

(c) REPORT TO CONGRESS.—

(1) IN GENERAL.—Not later than 2 years after
the Secretary implements the initial demonstra-
tion projects under this section, and biannually
thereafter, the Secretary shall submit to Con-
gress a report regarding the demonstration
projects conducted under this section.

(2) CONTENTS OF REPORT.—The report in para-
graph (1) shall include the following:

(A) A description of the demonstration
projects conducted under this section.

(B) An evaluation of—

(i) the cost-effectiveness of the demonstration
projects;

(ii) the quality of the health care services pro-
vided to target individuals under the demonstra-
tion projects; and

(iii) beneficiary and health care provider sat-
isfaction under the demonstration project.

(C) Any other information regarding the dem-
onstration projects conducted under this section
that the Secretary determines to be appropriate.
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(d) WAIVER AUTHORITY.—The Secretary shall
waive compliance with the requirements of title
XVIII of the Social Security Act (42 U.S.C. 1395
et seq.) to such extent and for such period as the
Secretary determines is necessary to conduct
demonstration projects.

(e) FUNDING.—

(1) DEMONSTRATION PROJECTS.—

(A) IN GENERAL.—

(i) STATE PROJECTS.—Except as provided in
clause (ii), the Secretary shall provide for the
transfer from the Federal Hospital Insurance
Trust Fund and the Federal Supplementary In-
surance Trust Fund under title XVIII of the So-
cial Security Act (42 U.S.C. 1395i, 1395t), in such
proportions as the Secretary determines to be
appropriate, of such funds as are necessary for
the costs of carrying out the demonstration
projects under this section.

(ii) CANCER HOSPITAL.—In the case of the
project described in subsection (b)(2)(C),
amounts shall be available only as provided in
any Federal law making appropriations for the
District of Columbia.

(B) LIMITATION.—In conducting the dem-
onstration project under this section, the Sec-
retary shall ensure that the aggregate payments
made by the Secretary do not exceed the amount
which the Secretary would have paid if the dem-
onstration projects under this section were not
implemented.

(2) EVALUATION AND REPORT.—There are au-
thorized to be appropriated such sums as are
necessary for the purpose of developing and
submitting the report to Congress under sub-
section (c).

SEC. 4017. ORDERLY TRANSITION OF MUNICIPAL
HEALTH SERVICE DEMONSTRATION
PROJECTS.

Section 9215 of the Consolidated Omnibus
Budget Reconciliation Act of 1985, as amended
by section 6135 of OBRA-1989 and section 13557
of OBRA-1993, is further amended—

(1) by inserting ‘““(a)’’ before ““The Secretary’’,
and

(2) by adding at the end the following: ‘‘Sub-
ject to subsection (c), the Secretary may further
extend such demonstration projects through De-
cember 31, 2000, but only with respect to individ-
uals who received at least one service during the
period beginning on January 1, 1996, and ending
on the date of the enactment of the Balanced
Budget Act of 1997.

““(b) The Secretary shall work with each such
demonstration project to develop a plan, to be
submitted to the Committee on Ways and Means
and the Committee on Commerce of the House of
Representatives and the Committee on Finance
of the Senate by March 31, 1998, for the orderly
transition of demonstration projects and the
project participants to a non-demonstration
project health care delivery system, such as
through integration with a private or public
health plan, including a medicaid managed care
or Medicare+Choice plan.

““(c) A demonstration project under subsection
(a) which does not develop and submit a transi-
tion plan under subsection (b) by March 31,
1998, or, if later, 6 months after the date of the
enactment of the Balanced Budget Act of 1997,
shall be discontinued as of December 31, 1998.
The Secretary shall provide appropriate tech-
nical assistance to assist in the transition so
that disruption of medical services to project
participants may be minimized.”.

SEC. 4018. MEDICARE ENROLLMENT DEMONSTRA-
TION PROJECT.

(a) DEMONSTRATION PROJECT.—

(1) ESTABLISHMENT.—The Secretary shall im-
plement a demonstration project (in this section
referred to as the ‘“‘project’”) for the purpose of
evaluating the use of a third-party contractor to
conduct the Medicare+Choice plan enrollment
and disenrollment functions, as described in
part C of title XVIII of the Social Security Act
(as added by section 4001 of this Act), in an
area.
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(2) CONSULTATION.—Before implementing the
project under this section, the Secretary shall
consult with affected parties on—

(A) the design of the project;

(B) the selection criteria for the third-party
contractor; and

(C) the establishment of performance stand-
ards, as described in paragraph (3).

(3) PERFORMANCE STANDARDS.—

(A) IN GENERAL.—The Secretary shall estab-
lish performance standards for the accuracy
and timeliness of the Medicare+Choice plan en-
rollment and disenrollment functions performed
by the third-party contractor.

(B) NONCOMPLIANCE.—In the event that the
third-party contractor is not in substantial com-
pliance with the performance standards estab-
lished under subparagraph (A), such enrollment
and disenrollment functions shall be performed
by the Medicare+Choice plan until the Sec-
retary appoints a new third-party contractor.

(b) REPORT TO CONGRESS.—The Secretary
shall periodically report to Congress on the
progress of the project conducted pursuant to
this section.

(c) WAIVER AUTHORITY.—The Secretary shall
waive compliance with the requirements of part
C of title XVIII of the Social Security Act (as
amended by section 4001 of this Act) to such ex-
tent and for such period as the Secretary deter-
mines is necessary to conduct the project.

(d) DURATION.—A demonstration project
under this section shall be conducted for a 3-
year period.

(e) SEPARATE FROM OTHER DEMONSTRATION
PROJECTS.—A project implemented by the Sec-
retary under this section shall not be conducted
in conjunction with any other demonstration
project.

SEC. 4019. EXTENSION OF CERTAIN MEDICARE
COMMUNITY NURSING ORGANIZA-
TION DEMONSTRATION PROJECTS.

Notwithstanding any other provision of law,
demonstration projects conducted under section
4079 of the Omnibus Budget Reconciliation Act
of 1987 may be conducted for an additional pe-
riod of 2 years, and the deadline for any report
required relating to the results of such projects
shall be not later than 6 months before the end
of such additional period.

CHAPTER 3—COMMISSIONS
SEC. 4021. NATIONAL BIPARTISAN COMMISSION
ON THE FUTURE OF MEDICARE.

(a) ESTABLISHMENT.—There is established a
commission to be known as the National Bipar-
tisan Commission on the Future of Medicare (in
this section referred to as the ‘““Commission”’).

(b) DUTIES OF THE COMMISSION.—The Commis-
sion shall—

(1) review and analyze the long-term financial
condition of the medicare program under title
XVIII of the Social Security Act (42 U.S.C. 1395
et seq.);

(2) identify problems that threaten the finan-
cial integrity of the Federal Hospital Insurance
Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund established
under that title (42 U.S.C. 1395i, 1395t), includ-
ing—

(A) the financial impact on the medicare pro-
gram of the significant increase in the number
of medicare eligible individuals which will occur
beginning approximately during 2010 and last-
ing for approximately 25 years, and

(B) the extent to which current medicare up-
date indexes do not accurately reflect inflation;

(3) analyze potential solutions to the problems
identified under paragraph (2) that will ensure
both the financial integrity of the medicare pro-
gram and the provision of appropriate benefits
under such program, including methods used by
other nations to respond to comparable demo-
graphic patterns in eligibility for health care
benefits for elderly and disabled individuals and
trends in employment-related health care for re-
tirees;

(4) make recommendations to restore the sol-
vency of the Federal Hospital Insurance Trust

July 29, 1997

Fund and the financial integrity of the Federal
Supplementary Medical Insurance Trust Fund;

(5) make recommendations for establishing the
appropriate financial structure of the medicare
program as a whole;

(6) make recommendations for establishing the
appropriate balance of benefits covered and ben-
eficiary contributions to the medicare program;

(7) make recommendations for the time periods
during which the recommendations described in
paragraphs (4), (5), and (6) should be imple-
mented;

(8) make recommendations regarding the fi-
nancing of graduate medical education (GME),
including consideration of alternative broad-
based sources of funding for such education and
funding for institutions not currently eligible for
such GME support that conduct approved grad-
uate medical residency programs, such as chil-
dren’s hospitals;

(9) make recommendations on modifying age-
based eligibility to correspond to changes in age-
based eligibility under the OASDI program and
on the feasibility of allowing individuals be-
tween the age of 62 and the medicare eligibility
age to buy into the medicare program;

(10) make recommendations on the impact of
chronic disease and disability trends on future
costs and quality of services under the current
benefit, financing, and delivery system structure
of the medicare program;

(11) make recommendations regarding a com-
prehensive approach to preserve the program;
and

(12) review and analyze such other matters as
the Commission deems appropriate.

(c) MEMBERSHIP.—

(1) NUMBER AND APPOINTMENT.—The Commis-
sion shall be composed of 17 members, of whom—

(A) four shall be appointed by the President;

(B) six shall be appointed by the Majority
Leader of the Senate, in consultation with the
Minority Leader of the Senate, of whom not
more than 4 shall be of the same political party;

(C) six shall be appointed by the Speaker of
the House of Representatives, in consultation
with the Minority Leader of the House of Rep-
resentatives, of whom not more than 4 shall be
of the same political party; and

(D) one, who shall serve as Chairman of the
Commission, appointed jointly by the President,
Majority Leader of the Senate, and the Speaker
of the House of Representatives.

(2) DEADLINE FOR APPOINTMENT.—Members of
the Commission shall be appointed by not later
than December 1, 1997.

(3) TERMS OF APPOINTMENT.—The term of any
appointment under paragraph (1) to the Com-
mission shall be for the life of the Commission.

(4) MEETINGS.—The Commission shall meet at
the call of its Chairman or a majority of its
members.

(5) QUORUM.—A quorum shall consist of 8
members of the Commission, except that 4 mem-
bers may conduct a hearing under subsection
(e).
(6) VACANCIES.—A vacancy on the Commission
shall be filled in the same manner in which the
original appointment was made not later than
30 days after the Commission is given notice of
the vacancy and shall not affect the power of
the remaining members to execute the duties of
the Commission.

(7) COMPENSATION.—Members of the Commis-
sion shall receive no additional pay, allowances,
or benefits by reason of their service on the
Commission.

(8) EXPENSES.—Each member of the Commis-
sion shall receive travel expenses and per diem
in lieu of subsistence in accordance with sec-
tions 5702 and 5703 of title 5, United States
Code.

(d) STAFF AND SUPPORT SERVICES.—

(1) EXECUTIVE DIRECTOR.—

(A) APPOINTMENT.—The Chairman shall ap-
point an executive director of the Commission.

(B) COMPENSATION.—The executive director
shall be paid the rate of basic pay for level V of
the Executive Schedule.
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(2) STAFF.—With the approval of the Commis-
sion, the executive director may appoint such
personnel as the executive director considers ap-
propriate.

(3) APPLICABILITY OF CIVIL SERVICE LAWS.—
The staff of the Commission shall be appointed
without regard to the provisions of title 5, Unit-
ed States Code, governing appointments in the
competitive service, and shall be paid without
regard to the provisions of chapter 51 and sub-
chapter 111 of chapter 53 of such title (relating
to classification and General Schedule pay
rates).

(4) EXPERTS AND CONSULTANTS.—With the ap-
proval of the Commission, the executive director
may procure temporary and intermittent services
under section 3109(b) of title 5, United States
Code.

(5) PHYSICAL FACILITIES.—The Administrator
of the General Services Administration shall lo-
cate suitable office space for the operation of
the Commission. The facilities shall serve as the
headquarters of the Commission and shall in-
clude all necessary equipment and incidentals
required for the proper functioning of the Com-
mission.

(e) POWERS OF COMMISSION.—

(1) HEARINGS AND OTHER ACTIVITIES.—For the
purpose of carrying out its duties, the Commis-
sion may hold such hearings and undertake
such other activities as the Commission deter-
mines to be necessary to carry out its duties.

(2) STUDIES BY GAO.—Upon the request of the
Commission, the Comptroller General shall con-
duct such studies or investigations as the Com-
mission determines to be necessary to carry out
its duties.

(3) COST ESTIMATES BY CONGRESSIONAL BUDG-
ET OFFICE AND OFFICE OF THE CHIEF ACTUARY OF
HCFA.—

(A) The Director of the Congressional Budget
Office or the Chief Actuary of the Health Care
Financing Administration, or both, shall pro-
vide to the Commission, upon the request of the
Commission, such cost estimates as the Commis-
sion determines to be necessary to carry out its
duties.

(B) The Commission shall reimburse the Direc-
tor of the Congressional Budget Office for ex-
penses relating to the employment in the office
of the Director of such additional staff as may
be necessary for the Director to comply with re-
quests by the Commission under subparagraph
A).

(4) DETAIL OF FEDERAL EMPLOYEES.—Upon
the request of the Commission, the head of any
Federal agency is authorized to detail, without
reimbursement, any of the personnel of such
agency to the Commission to assist the Commis-
sion in carrying out its duties. Any such detail
shall not interrupt or otherwise affect the civil
service status or privileges of the Federal em-
ployee.

(5) TECHNICAL ASSISTANCE.—Upon the request
of the Commission, the head of a Federal agency
shall provide such technical assistance to the
Commission as the Commission determines to be
necessary to carry out its duties.

(6) USE OF MAILS.—The Commission may use
the United States mails in the same manner and
under the same conditions as Federal agencies
and shall, for purposes of the frank, be consid-
ered a commission of Congress as described in
section 3215 of title 39, United States Code.

(7) OBTAINING INFORMATION.—The Commis-
sion may secure directly from any Federal agen-
cy information necessary to enable it to carry
out its duties, if the information may be dis-
closed under section 552 of title 5, United States
Code. Upon request of the Chairman of the
Commission, the head of such agency shall fur-
nish such information to the Commission.

(8) ADMINISTRATIVE SUPPORT SERVICES.—Upon
the request of the Commission, the Adminis-
trator of General Services shall provide to the
Commission on a reimbursable basis such admin-
istrative support services as the Commission may
request.
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(9) PRINTING.—For purposes of costs relating
to printing and binding, including the cost of
personnel detailed from the Government Print-
ing Office, the Commission shall be deemed to be
a committee of the Congress.

(f) REPORT.—Not later than March 1, 1999, the
Commission shall submit a report to the Presi-
dent and Congress which shall contain a de-
tailed statement of only those recommendations,
findings, and conclusions of the Commission
that receive the approval of at least 11 members
of the Commission.

(9) TERMINATION.—The Commission shall ter-
minate 30 days after the date of submission of
the report required in subsection (f).

(h) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$1,500,000 to carry out this section. 60 percent of
such appropriation shall be payable from the
Federal Hospital Insurance Trust Fund, and 40
percent of such appropriation shall be payable
from the Federal Supplementary Medical Insur-
ance Trust Fund under title XVIII of the Social
Security Act (42 U.S.C. 1395i, 1395t).

SEC. 4022. MEDICARE PAYMENT ADVISORY COM-
MISSION.

(a) IN GENERAL.—Title XVIII is amended by
inserting after section 1804 the following new
section:

‘“MEDICARE PAYMENT ADVISORY COMMISSION

““SEC. 1805. (a) ESTABLISHMENT.—There is
hereby established the Medicare Payment Advi-
sory Commission (in this section referred to as
the ‘Commission’).

““(b) DUTIES.—

““(1) REVIEW OF PAYMENT POLICIES AND AN-
NUAL REPORTS.—The Commission shall—

““(A) review payment policies under this title,
including the topics described in paragraph (2);

““(B) make recommendations to Congress con-
cerning such payment policies;

“(C) by not later than March 1 of each year
(beginning with 1998), submit a report to Con-
gress containing the results of such reviews and
its recommendations concerning such policies;
and

‘“(D) by not later than June 1 of each year
(beginning with 1998), submit a report to Con-
gress containing an examination of issues af-
fecting the medicare program, including the im-
plications of changes in health care delivery in
the United States and in the market for health
care services on the medicare program.

““(2) SPECIFIC TOPICS TO BE REVIEWED.—

““(A) MEDICARE+CHOICE PROGRAM.—Specifi-
cally, the Commission shall review, with respect
to the Medicare+Choice program under part C,
the following:

(i) The methodology for making payment to
plans under such program, including the mak-
ing of differential payments and the distribution
of differential updates among different payment
areas.

““(ii) The mechanisms used to adjust payments
for risk and the need to adjust such mechanisms
to take into account health status of bene-
ficiaries.

““(iii) The implications of risk selection both
among Medicare+Choice organizations and be-
tween the Medicare+Choice option and the
original medicare fee-for-service option.

““(iv) The development and implementation of
mechanisms to assure the quality of care for
those enrolled with Medicare+Choice organiza-
tions.

““(v) The impact of the Medicare+Choice pro-
gram on access to care for medicare bene-
ficiaries.

““(vi) Other major issues in implementation
and further development of the
Medicare+Choice program.

““(B) ORIGINAL MEDICARE FEE-FOR-SERVICE
sYSTEM.—Specifically, the Commission shall re-
view payment policies under parts A and B, in-
cluding—

‘(i) the factors affecting expenditures for
services in different sectors, including the proc-
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ess for updating hospital, skilled nursing facil-
ity, physician, and other fees,

‘(1) payment methodologies, and

“(iii) their relationship to access and quality
of care for medicare beneficiaries.

““(C) INTERACTION OF MEDICARE PAYMENT
POLICIES WITH HEALTH CARE DELIVERY GEN-
ERALLY.—Specifically, the Commission shall re-
view the effect of payment policies under this
title on the delivery of health care services other
than under this title and assess the implications
of changes in health care delivery in the United
States and in the general market for health care
services on the medicare program.

““(3) COMMENTS ON CERTAIN SECRETARIAL RE-
PORTS.—If the Secretary submits to Congress (or
a committee of Congress) a report that is re-
quired by law and that relates to payment poli-
cies under this title, the Secretary shall transmit
a copy of the report to the Commission. The
Commission shall review the report and, not
later than 6 months after the date of submittal
of the Secretary’s report to Congress, shall sub-
mit to the appropriate committees of Congress
written comments on such report. Such com-
ments may include such recommendations as the
Commission deems appropriate.

““(4) AGENDA AND ADDITIONAL REVIEWS.—The
Commission shall consult periodically with the
chairmen and ranking minority members of the
appropriate committees of Congress regarding
the Commission’s agenda and progress towards
achieving the agenda. The Commission may
conduct additional reviews, and submit addi-
tional reports to the appropriate committees of
Congress, from time to time on such topics relat-
ing to the program under this title as may be re-
quested by such chairmen and members and as
the Commission deems appropriate.

““(5) AVAILABILITY OF REPORTS.—The Commis-
sion shall transmit to the Secretary a copy of
each report submitted under this subsection and
shall make such reports available to the public.

‘“(6) APPROPRIATE COMMITTEES OF CON-
GRESS.—For purposes of this section, the term
‘appropriate committees of Congress’ means the
Committees on Ways and Means and Commerce
of the House of Representatives and the Com-
mittee on Finance of the Senate.

“‘(c) MEMBERSHIP.—

““(1) NUMBER AND APPOINTMENT.—The Com-
mission shall be composed of 15 members ap-
pointed by the Comptroller General.

““(2) QUALIFICATIONS.—

“(A) IN GENERAL.—The membership of the
Commission shall include individuals with na-
tional recognition for their expertise in health
finance and economics, actuarial science, health
facility management, health plans and inte-
grated delivery systems, reimbursement of health
facilities, allopathic and osteopathic physicians,
and other providers of health services, and other
related fields, who provide a mix of different
professionals, broad geographic representation,
and a balance between urban and rural rep-
resentatives.

““(B) INCLUSION.—The membership of the Com-
mission shall include (but not be limited to) phy-
sicians and other health professionals, employ-
ers, third-party payers, individuals skilled in
the conduct and interpretation of biomedical,
health services, and health economics research
and expertise in outcomes and effectiveness re-
search and technology assessment. Such mem-
bership shall also include representatives of con-
sumers and the elderly.

“(C) MAJORITY NONPROVIDERS.—Individuals
who are directly involved in the provision, or
management of the delivery, of items and serv-
ices covered under this title shall not constitute
a majority of the membership of the Commission.

‘(D) ETHICAL DISCLOSURE.—The Comptroller
General shall establish a system for public dis-
closure by members of the Commission of finan-
cial and other potential conflicts of interest re-
lating to such members.

““(3) TERMS.—

“(A) IN GENERAL.—The terms of members of
the Commission shall be for 3 years except that
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the Comptroller General shall designate stag-
gered terms for the members first appointed.

“(B) VACANCIES.—ANny member appointed to
fill a vacancy occurring before the expiration of
the term for which the member’s predecessor was
appointed shall be appointed only for the re-
mainder of that term. A member may serve after
the expiration of that member’s term until a suc-
cessor has taken office. A vacancy in the Com-
mission shall be filled in the manner in which
the original appointment was made.

““(4) COMPENSATION.—While serving on the
business of the Commission (including travel-
time), a member of the Commission shall be enti-
tled to compensation at the per diem equivalent
of the rate provided for level IV of the Executive
Schedule under section 5315 of title 5, United
States Code; and while so serving away from
home and the member’s regular place of busi-
ness, a member may be allowed travel expenses,
as authorized by the Chairman of the Commis-
sion. Physicians serving as personnel of the
Commission may be provided a physician com-
parability allowance by the Commission in the
same manner as Government physicians may be
provided such an allowance by an agency under
section 5948 of title 5, United States Code, and
for such purpose subsection (i) of such section
shall apply to the Commission in the same man-
ner as it applies to the Tennessee Valley Au-
thority. For purposes of pay (other than pay of
members of the Commission) and employment
benefits, rights, and privileges, all personnel of
the Commission shall be treated as if they were
employees of the United States Senate.

““(5) CHAIRMAN; VICE CHAIRMAN.—The Comp-
troller General shall designate a member of the
Commission, at the time of appointment of the
member as Chairman and a member as Vice
Chairman for that term of appointment, except
that in the case of vacancy of the Chairmanship
or Vice Chairmanship, the Comptroller General
may designate another member for the remain-
der of that member’s term.

““(6) MEETINGS.—The Commission shall meet
at the call of the Chairman.

“‘(d) DIRECTOR AND STAFF; EXPERTS AND CON-
SULTANTS.—Subject to such review as the Comp-
troller General deems necessary to assure the ef-
ficient administration of the Commission, the
Commission may—

“(1) employ and fix the compensation of an
Executive Director (subject to the approval of
the Comptroller General) and such other person-
nel as may be necessary to carry out its duties
(without regard to the provisions of title 5, Unit-
ed States Code, governing appointments in the
competitive service);

““(2) seek such assistance and support as may
be required in the performance of its duties from
appropriate Federal departments and agencies;

““(3) enter into contracts or make other ar-
rangements, as may be necessary for the con-
duct of the work of the Commission (without re-
gard to section 3709 of the Revised Statutes (41
U.S.C. 5));

““(4) make advance, progress, and other pay-
ments which relate to the work of the Commis-
sion;

““(5) provide transportation and subsistence
for persons serving without compensation; and

“‘(6) prescribe such rules and regulations as it
deems necessary with respect to the internal or-
ganization and operation of the Commission.

‘‘(e) POWERS.—

‘(1) OBTAINING OFFICIAL DATA.—The Commis-
sion may secure directly from any department or
agency of the United States information nec-
essary to enable it to carry out this section.
Upon request of the Chairman, the head of that
department or agency shall furnish that infor-
mation to the Commission on an agreed upon
schedule.

““(2) DATA COLLECTION.—In order to carry out
its functions, the Commission shall—

“(A) utilize existing information, both pub-
lished and unpublished, where possible, col-
lected and assessed either by its own staff or
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under other arrangements made in accordance
with this section,

‘“(B) carry out, or award grants or contracts
for, original research and experimentation,
where existing information is inadequate, and

“(C) adopt procedures allowing any interested
party to submit information for the Commis-
sion’s use in making reports and recommenda-
tions.

““(3) ACCESS OF GAO TO INFORMATION.—The
Comptroller General shall have unrestricted ac-
cess to all deliberations, records, and nonpropri-
etary data of the Commission, immediately upon
request.

‘“(4) PERIODIC AUDIT.—The Commission shall
be subject to periodic audit by the Comptroller
General.

““(f) AUTHORIZATION OF APPROPRIATIONS.—

““(1) REQUEST FOR APPROPRIATIONS.—The
Commission shall submit requests for appropria-
tions in the same manner as the Comptroller
General submits requests for appropriations, but
amounts appropriated for the Commission shall
be separate from amounts appropriated for the
Comptroller General.

““(2) AUTHORIZATION.—There are authorized
to be appropriated such sums as may be nec-
essary to carry out the provisions of this section.
Sixty percent of such appropriation shall be
payable from the Federal Hospital Insurance
Trust Fund, and 40 percent of such appropria-
tion shall be payable from the Federal Supple-
mentary Medical Insurance Trust Fund.”.

(b) ABOLITION OF PROPAC AND PPRC.—

(1) PROPAC.—

(A) IN GENERAL.—Section 1886(e) (42 U.S.C.
1395ww(e)) is amended—

(i) by striking paragraphs (2) and (6); and

(ii) in paragraph (3), by striking ‘““(A) The
Commission” and all that follows through
“(B)”.

(B) CONFORMING AMENDMENT.—Section 1862
(42 U.S.C. 1395y) is amended by striking ‘‘Pro-
spective Payment Assessment Commission’ each
place it appears in subsection (a)(1)(D) and sub-
section (i) and inserting ‘“‘Medicare Payment
Advisory Commission™.

(2) PPRC.—

(A) IN GENERAL.—Title XVIII is amended by
striking section 1845 (42 U.S.C. 1395w-1).

(B) ELIMINATION OF CERTAIN REPORTS.—Sec-
tion 1848 (42 U.S.C. 1395w-4) is amended—

(i) by striking subparagraph (F) of subsection
@),

(ii) by striking subparagraph (B) of subsection
(), and

(iii) in subsection (f)(3), by striking ‘‘Physi-
cian Payment Review Commission,”.

(C) CONFORMING AMENDMENTS.—Section 1848
(42 U.S.C. 139%5w-4) is amended by striking
“Physician Payment Review Commission’’ and
inserting ‘“Medicare Payment Advisory Commis-
sion”” each place it appears in subsections
©@)(B)(iii), (9)(6)(C), and (9)(7)(C).

(c) EFFECTIVE DATE; TRANSITION.—

(1) IN GENERAL.—The Comptroller General
shall first provide for appointment of members to
the Medicare Payment Advisory Commission (in
this subsection referred to as ‘““MedPAC’’) by not
later than September 30, 1997.

(2) TRANSITION.—As quickly as possible after
the date a majority of members of MedPAC are
first appointed, the Comptroller General, in con-
sultation with the Prospective Payment Assess-
ment Commission (in this subsection referred to
as “ProPAC’) and the Physician Payment Re-
view Commission (in this subsection referred to
as ““PPRC”’), shall provide for the termination
of the ProPAC and the PPRC. As of the date of
termination of the respective Commissions, the
amendments made by paragraphs (1) and (2), re-
spectively, of subsection (b) become effective.
The Comptroller General, to the extent feasible,
shall provide for the transfer to the MedPAC of
assets and staff of the ProPAC and the PPRC,
without any loss of benefits or seniority by vir-
tue of such transfers. Fund balances available
to the ProPAC or the PPRC for any period shall
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be available to the MedPAC for such period for
like purposes.

(3) CONTINUING RESPONSIBILITY FOR RE-
PORTS.—The MedPAC shall be responsible for
the preparation and submission of reports re-
quired by law to be submitted (and which have
not been submitted by the date of establishment
of the MedPAC) by the ProPAC and the PPRC,
and, for this purpose, any reference in law to ei-
ther such Commission is deemed, after the ap-
pointment of the MedPAC, to refer to the
MedPAC.

CHAPTER 4—MEDIGAP PROTECTIONS
SEC. 4031. MEDIGAP PROTECTIONS.

(a) GUARANTEEING ISSUE WITHOUT PREEXIST-
ING CONDITIONS FOR CONTINUOUSLY COVERED
INDIVIDUALS.—Section  1882(s) (42 U.S.C.
1395ss(s)) is amended—

(1) in paragraph (3), by striking ‘‘paragraphs
(1) and (2)’ and inserting ‘‘this subsection”’,

(2) by redesignating paragraph (3) as para-
graph (4), and

(3) by inserting after paragraph (2) the follow-
ing new paragraph:

“(3)(A) The issuer of a medicare supplemental
policy—

““(i) may not deny or condition the issuance or
effectiveness of a medicare supplemental policy
described in subparagraph (C) that is offered
and is available for issuance to new enrollees by
such issuer;

“(ii) may not discriminate in the pricing of
such policy, because of health status, claims ex-
perience, receipt of health care, or medical con-
dition; and

““(iii) may not impose an exclusion of benefits
based on a pre-existing condition under such
policy,
in the case of an individual described in sub-
paragraph (B) who seeks to enroll under the
policy not later than 63 days after the date of
the termination of enrollment described in such
subparagraph and who submits evidence of the
date of termination or disenrollment along with
the application for such medicare supplemental
policy.

“(B) An individual described in this subpara-
graph is an individual described in any of the
following clauses:

‘(i) The individual is enrolled under an em-
ployee welfare benefit plan that provides health
benefits that supplement the benefits under this
title and the plan terminates or ceases to pro-
vide all such supplemental health benefits to the
individual.

“(if) The individual is enrolled with a
Medicare+Choice organization under a
Medicare+Choice plan under part C, and there
are circumstances permitting discontinuance of
the individual’s election of the plan under the
first sentence of section 1851(e)(4).

“(iii) The individual is enrolled with an eligi-
ble organization under a contract under section
1876, a similar organization operating under
demonstration project authority, effective for
periods before April 1, 1999, with an organiza-
tion wunder an agreement wunder section
1833(a)(1)(A), or with an organization under a
policy described in subsection (t), and such en-
rollment ceases under the same circumstances
that would permit discontinuance of an individ-
ual’s election of coverage under the